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Advebtisemeht.—This new edition, besides hav- 
ins undergone a careM revision of tbe text, which 
will be found improved in many parts, contains two 
important additions, which, it is trusted, may ren¬ 
der the book more complete and generally acceptable. 
The first of these additions consists of six supple¬ 
mentary chapters, from page 482 to 533, on the litera¬ 
ture ana the arts of the Greeks, in which all the more 
important productions of the Greek mind are.nwcay 
discussed and characterised, so as±a *Sw*u a compen¬ 
dious history of literature a»a the arts among the 
Greeks. The second addition consists of 137 wood 
engravings, either copies from the antique (portraits. 

coins, antiquities, and remains), or re: 
of scenes memorable in the history of 
latter are taken from Sir Wm. Gell’s originabdcetclie*, 
which are now in the British Mnoeuim ana aU nave . 
been executed fromj(Jr*"'11}*?8, by Mr. G. Scharf, jun. 
Three editing f°rk haying been fevouraW , 
YacaKvoi m its original shape, it is hoped that the 

make the 
crease its eye, 

usefulness in laying the basis of a sound 
of tbe history ana arts of ancient Greece, and 
aiding tbe young scholar to trace their influence on 
modern civilisation. 

From 
“The new edition of Dr. Schmitz’s History 

of Greece contains six supplementary chapters 
devoted exclusively to the history of literature 
and arts among the Greeks. The edition is 
copiously illustrated with beautifully executed 
engravings by Mr. George Scharf, from Sir 
William Gell’s original sketches, in the British 
Museum, and from coins in the same repository. 

the Morning Post. 
■ 

The author, referring to the wonderful profici¬ 
ency of the Greeks in their knowledge and ap¬ 
preciation of art, attributes that perfection to 
their great innate genius, their religion, and 
their social and political institutions, which 
were all peculiarly favourable to the develop¬ 
ment of intellectual accomplishments.” 

From the John Bull. 

“ For a long period the want of an ably 
digested history of Greece, for tbe use of 
young scholars, was felt to be both a 
shame to our literature and a disparage¬ 
ment to our learning. Mitford’s volumes 
are too long for the purpose ; and much 
knowledge has been acquired since they 
were written. Within the last fifty years 
more has been done both by English and 
foreign scholars to elucidate Grecian his¬ 
tory than at any period since the revival 
of learning j and the result of these labours 
is the acquisition of two English works 
upon the subject such as no other nation 
can boast of. In Germany we have dis¬ 
sertations, treatises, essays; in England 
consecutive history. It remained only 
that Dr. ThirlwalTs work should be con¬ 
densed, and that the details so copiously 
elaborated by him should he analysed 
and reduced to a compendious manual, 

adapted to scholastic acquirement, with¬ 
out detraction from literary grace. Three 
editions of Dr. L. Schmitz’s history prove 
its acceptability j but, not satisfied with 
attention to the requirements previously 
alluded to, the author has added to the 
fourth edition supplementary chapters on 
the literature and the arts of the ancient 
Greeks ; including admirable expositions 
of the language and dialects, of poetry 
and the drama, as well as dissertations 
upon the progress of historical and scien¬ 
tific study. In a small compass the 
scholar has here before him a full view of 
the whole subject, his course through 
which is enlivened and informed by beau¬ 
tiful illustrations drawn from actual 
landscapes and ancient remains,-—illus¬ 
trations which invest a volume remarkable 
for historical accuracy with all the attrac- • 
tions of artistic skill.” 

■>i‘ 
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PREFACE TO THE THIRD EDITION. 

The object of this enlarged Edition is to present to 

the public, at one view, an analytical reply to all 

the several objections to the Bank Charter Act of 

1844, which have been advanced by the class of 

reasoners who profess adherence to a metallic 

standard. To the objections of those who would 

go the length of tampering with the standard of 

our money, no reply has been attempted. The ap¬ 

proaching Parliamentary discussion on the renewal 

of the Bank Charter renders it most expedient that 

the validity of the objections urged against that 

measure by persons claiming to be authorities in 

monetary science should be subjected to a strict and 

searching investigation. Should I have succeeded 

in accomplishing such a task, I shall have rendered, 

as I would venture to believe, no unimportant ser¬ 

vice to the cause of truth, and to the progress of 
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sound legislation, upon a question involving the 

material well-being of the whole community. 

The additions which have now been made to the 

Second Edition of my publication on the Principles 

and Practical Operation of Sir Robert Peel’s Act of 

1844 are, a critical examination of the Report of the 

Lords’ Committee of 1848 upon national distress; 

and an analytical review of the novel theory of’ 

monetary science propounded by Mr. Tooke, Mr. 

Wilson, and Mr. Fullerton. 

The importance attached to the Report of the 

Lords’ Committee is derived, not from its intrinsic 

worth, but from the facts, that it has been reprinted, 

on the motion of Lord Derby, and that the con¬ 

clusions which it seeks to establish were, to some 

extent, reaffirmed by Lord Monteagle in the debate 

upon the recent crisis. Thus reproduced and appa- 

parently regarded as a text-book, or a manual of 

monetary science for the instruction and guidance 

of the House of Lords, it invites consideration. 

Mr. Tooke assumes to himself the character of a 

discoverer in monetary science; and the assumption 

is received by his followers as a fact. It is essential 

to the cause of truth that doctrines advanced under 

pretensions so ambitious should be subjected to the 

test of a strict analysis. 

Mr. Mill, in the earlier Editions of his Principles 

of Political Economy, adopted the leading discovery 

of Mr. Tooke, that Bank-notes, instead of performing 
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monetary functions in common with coin, are, in 

common with bills of exchange, mere forms of 

credit. He advocated this classification, not on the 

ground that bills of exchange possess equally with 

Bank-notes the power of closing transactions, but 

upon the ground that they possess, equally with 

Bank-notes, the power of influencing prices. He 

said, “ Some high authorities have claimed for Bank¬ 

notes, as compared with other forms of credit, a 

greater distinction as regards influence on price than 

wre have seen reason to allow—a distinction not in 

degree but in kind. They ground this distinction 

on the fact that Bank-notes have the property, in 

common with metallic money, of finally closing the 

transactions in wThich they are employed; while no 

other mode of paying one debt by transferring 

another has that privilege.” 

To this objection I replied in my Second Edition, 

that the authorities to whom he alluded claim for 

Bank-notes the character of money, not on the 

ground of influence upon price, but on the ground of 

influence in finally closing transactions; and that his 

admission of the fact, that Bank-notes have the pro¬ 

perty in common with metallic money of finally 

closing transactions, amounted to a reaffirmation of 

the proposition which he sought to disprove. 

In a revised Edition of his “ Principles of Poli¬ 

tical Economy,” recently published, Mr. Mill re¬ 

treats from the illogical ground which he had 
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previously occupied and takes up the following 

position:— 

“ There has been a great amount of discussion 

and argument on the question whether several of 

these forms of credit, and in particular whether 

Bank-notes, ought to be considered as money. The 

question is so purely verbal as to be almost frivolous; 

and one would have some difficulty in comprehend¬ 

ing why so much importance is attached to it, if 

there were not some writers who, still adhering to 

the doctrine of the infancy of society and of political 

economy, that the quantity of money compared with 

that of commodities determines general prices, think 

it important to prove that Bank-notes and no other 

forms of credit are money, in order to support the 

inference that Bank-notes and no other forms of 

credit influence prices. It is obvious, however, that 

prices do not depend upon money, but on purchases. 

Money left with a banker and not drawn against, 

or drawn against for other purposes than buying 

commodities, has no effect upon prices, any more 

than credit which is not used. Credit which is used 

to purchase commodities affects prices in the same 

manner as money. Money and credit are thus 

exactly on a par in their effect on prices ; and 

whether we choose to class Bank-notes with the 

one or the other is in this respect entirely im¬ 

material.” 

No one is entitled to question Mr. Mill’s right to 
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sneer at himself. He had previously stated that, 

‘‘ If the whole money in circulation was doubled, 

prices would be doubled. If it was only increased 

one-fourth, prices would rise one-fourth. There 

would be one-fourth more money, all of which 

would be used to purchase goods of the same 

description. Even if some prices were raised more, 

and others less, the average rise would be one- 

fourth. This is a necessary consequence of the 

fact, that a fourth more money would have been 

given for only the same quantity of goods. The 

very same effect would be produced in prices if we 

suppose the goods diminished instead of the money 

increased. If there were less money in the hands 

of the community, and the same amount of goods 

to be sold, less money altogether would be given 

for them, and they would be sold at lower prices.” 

And he had also previously stated, “ That an in¬ 

crease in the quantity of money raises prices, and 

a diminution lowers them, is the most elementary 

proposition in the theory of currency, and without 

it we should have no key to any of the others.” 

Now no one will deny to Mr. Mill a perfect right 

to characterize these most elementary principles as 

the doctrine of political economy in her infancy. 

Neither will any one question his competency to 

hold in slight account “ the writers who continue 

to adhere to them.” But he is not competent to 

assume that the writers who advocate the Act of 
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1844 adhere to the most elementary principles of 

the theory of currency “ in order to support the 

inference that Bank-notes, and no other forms of 

credit, influence prices.” The assumption is not 

only gratuitous, but directly contrary to fact. The 

supporters of the principles of the Act have never 

inferred that Bank-notes are the only forms of credit 

which affect prices. They affirm a directly con¬ 

trary principle. They maintain that, under our 

system of discount banking, advances from deposits 

and extensions of book credits payable at call have 

the same identical effect upon prices and upon the 

foreign exchanges, as a corresponding increase in 

the numerical amount of the note circulation. 

Mr. Mill’s statement, that money and credit are 

exactly on a par in their effect upon prices, is at 

variance not only with the theory of prices, but 

with the daily and hourly experience of the market. 

Credit is a purchasing, but not a paying power. 

The paying power, which ultimately determines the 

general scale of prices, resides with the consumers, 

and is measured and limited by the amount of their 

money incomes. The purchasing power of credit 

has no definite limit, and, in periods of speculative 

excitement, may cause a temporary rise of prices, 

exceeding almost to any extent those which the 

paying power can realize. But this inflation of 

prices no extension of credit can possibly maintain. 

The prices which can be finally realized are go- 
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verned by the amount of coin and notes which con¬ 

sumers can command ; and, as often as goods are 

purchased upon credit at prices beyond those which 

consumers have ability to pay, the holders of the 

goods soon find, to their cost, that the purchasing 

power of credit has no permanent effect whatever 

upon prices. In all the ordinary and quiescent 

states of the markets, dealers make their purchases 

upon credit at prices less by the customary rate of 

profit than the prices at which they can resell their 

goods to consumers; and it is the prices at which 

the goods can be sold to consumers which deter¬ 

mine the prices at which wholesale purchases upon 

credit are effected. In speculative and excited states 

of the market wholesale purchases upon credit will, 

doubtless, be made at prices far exceeding the ac¬ 

tual prices which can be realized by resales. But 

even in such states of the market it is the expectation 

that there will be an advance upon the actual prices 

realizable by resales to consumers, which causes the 

purchasing power of credit to be exercised to an 

undue extent. Thus, in quiescent states of the 

market it is the actual, and in excited states of 

the market the expected, scale of prices realizable 

from consumers which governs the scale of prices 

at which purchases for resale are effected. In other 

words, it is the actual or the expected amount of 

the paying power which determines the extent to 

which the purchasing power that may be possessed 

by merchants and dealers is called into action. 
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This necessary subordination of the purchasing upon 

the paying power appears to have escaped Mr. Mill’s 

attention. Credit, as a purchasing power, has no in¬ 

fluence upon prices, except during brief periods of 

speculative excitement. That which determines the 

level scale to which, after every temporary devia¬ 

tion, prices have a constant tendency to conform, is, 

the proportion between the money income of the 

community and the quantity of that portion of the 

annual production which constitutes the real or com¬ 

modity income of the community. 

A Bank-note is money, because it is both a pur¬ 

chasing and a paying power: a Bill of Exchange is 

not money, but only a form of credit, because while 

it is a purchasing it is not a paying power. From 

this Mr. Mill dissents: he classes both instruments 

in the category of credit; and contends, in the 

passage above quoted, that “ the question whether 

Bank-notes ought to be considered as money is so 

purely verbal and frivolous that one would have 

some difficulty in comprehending why so much im¬ 

portance is attached to it.” We would ask Mr. Mill 

whether he has verified this doctrine by a reference 

to the actual transactions of the market ? We would 

ask him, whether he is quite sure that during a 

monetary pressure a merchant, having acceptances 

to provide for to the amount of 10,000/., would not 

consider it as something more than a purely verbal 

and frivolous question,—whether he could command 

Bank-notes to the amount, or Bills of Exchange to 
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the amount, of 10,000/. ? Is he quite certain that a 

deficiency in the amount of Bills of Exchange is, 

equally with a deficiency of Bank-notes, a cause of 

panic ? and is he quite satisfied that the recent crisis 

would have been as effectually relieved by throwing 

upon the discount market an additional amount of 

bills of exchange to the amount of 2,000,000/. as it 

was by throwing upon that market, under the Trea¬ 

sury letter, an additional supply of Bank-notes to 

the amount of 2,000,000/. ? 

If Mr. Mill can answer these questions in the 

affirmative, he will be entitled to invest Bank-notes 

and Bills of Exchange with common properties, and 

to class them in the common category of forms of 

credit. 

Mr. Mill had tacitly admitted, in the former 

editions of his work, that Bank-notes do, and that 

Bills of Exchange do not, possess the property of 

finally closing transactions. Having seen that this 

admission put him out of court, he does not venture 

to repeat it in the recent revised edition. He takes 

up new ground, and contends that Bank of England 

notes do not close transactions as regards the seller. 

He says, “ Bank of England notes undoubtedly do 

close transactions so far as respects the buyer. 

When he has once paid in Bank of England notes 

he can in no case be required to pay over again. 

But I confess I cannot see how the transaction can 

be deemed complete as regards the seller, when he 

b 
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will only have received the price of his commodities 

provided the Bank keeps its promise to pay. An 

instrument which would be deprived of all value by 

the insolvency of a corporation cannot he money in 

any sense in which money is opposed to credit/* 

The above is a remarkable passage. It discloses 

an extraordinary deficiency in the power of seeing 

things as they are. The Banking Department of the 

Bank of England is a corporation liable, like other 

banking corporations, to insolvency. The Issue De¬ 

partment is not a corporation : it is, like the Mint, a 

department of the State. Its notes are not issued 

upon personal or corporate securities: they are 

issued partly upon Government securities, and partly 

upon bullion; and the proportion between the 

Government securities and the bullion is so ad¬ 

justed that, as regards practical results, the con¬ 

vertibility of the notes is as effectually secured as 

it would be were their whole amount represented 

by bullion in actual deposit. As Mr. Mill has 

nothing to readvance in support of his case, save the 

assumption that a seller does not receive the price 

of his commodity when paid in Bank of England 

notes, I may be permitted to regard him as having, 

upon the question—whether Bank-notes possess the 

properties of money? — put himself again out of 

court. The question, whether they are held as 

money, was set at rest an age ago by the dictum 

of Lord Chief Justice Mansfield :—“ These notes 
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are not, like Bills of Exchange, mere securities or 

documents for debts, nor are so esteemed, but are 

treated as money in the ordinary course and trans¬ 

actions of business by the general consent of man¬ 

kind ; and on payment of them, whenever a receipt 

is required, the receipts are always given as for 

money, not as for securities or notes.” 

ROBERT TORRENS. 

January, 1858. 





PREFACE TO THE SECOND EDITION. 

To the First Edition of my Tract on the Principles 

and Practical Operation of Sir Robert Peel’s Act of 

1844, the following additions have been made:— 

I. A preliminary chapter on the question, 

whether Bank-notes, immediately convertible into 

coin, should be placed, in common with coin, in the 

category of money ; or, in common with cheques 

and hills of Exchange, in the category of credit ? 

II. A critical examination of the chapter on 

“ The Regulation of a Convertible Paper Cur¬ 

rency,” in Mr. J. S. Mill’s “ Principles of Political 

Economy.” 

III. On the effect of the new supplies of gold 

upon the Australian currencies. 

The length to which the reply to Mr. Mill lias 

been carried demands some explanation. 

As the mechanical divisions of employment com- 

c 
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pel us to receive the greater part of our physical 

enjoyments frcm the hands of others, so the intel¬ 

lectual divisions of employment constrain us to 

receive the greater portion of our opinions from the 

minds of others. The chemist adopts the Newtonian 

theory on the authority of the mathematician; the 

mathematician receives the discoveries of Davy and 

Faraday without repeating the experiments by 

which they were realized. On intricate questions, 

requiring long and patient investigation, the opinions 

even of the most enlightened class will have their 

origin, in a majority of cases, not in knowledge but 

in faith. Hence, principles are received upon trust, 

doctrines become creeds, authority is implicitly fol¬ 

lowed, and blind leaders are enabled to assume the 

guidance of the blind. Now the high and deserved 

reputation, as a profound and original thinker, which 

Mr. Mill has hitherto maintained, and the influence 

which his authority might be calculated to exert on 

public opinion, render it essential, at the present 

juncture, to inquire how far he may be qualified to 

decide upon the merits of the Act of 1844. 

Mr. Mill has chosen to place himself on the same 

platform with Mr. Tooke; and lie cannot fairly 

expect from the audience whose suffrages he seeks, a 

reception more favourable than that which is given 

to his co-candidate for a seat in the Parliament of 

Fame. Having identified himself with Mr. Tooke, 

his authority upon questions of monetary science 
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cannot be greater than the authority of Mr. Tooke. 

In estimating either, we estimate both. 

What, then, is the authority of Mr. Tooke in mo¬ 

netary science ? One of his admirers—Mr. Lawson, 

the author of “ Money and Morals ”—has raised 

him to the level of Adam Smith, has hailed him 

as the “ Second Father of English Political Eco¬ 

nomy,” and has boldly affirmed that his discoveries 

are “ the immoveable pillars upon which a true 

science of money must be built.” But what is the 

authority of Mr. Lawson ? Mr. Lawson himself in¬ 

forms us that his first lessons in monetary science 

were derived from those “ brilliant pamphlets in 

which the experience of the banker put on the 

scientific precision and polish of the schools.” 

Nevertheless, through some unaccountable perversion 

of taste, after having drank at the pure well of 

science undefiled, he sought the muddy waters of a 

surface drainage, and turned from Overstone to 

Tooke. It is difficult to conceive how the pupil of 

Lord Overstone could have become the disciple of 

Mr. Tooke. But his conduct in embracing the 

“ immoveable pillars,” and in regarding Mr. Tooke 

as the Second Father of Political Economy,” 

although unaccountable, was not without example. 

Mr. Mill had previously pronounced Mr. Tooke 

to be the highest authority in monetary science; 

and had erected his theory of. currency on the 

basis of the “ immoveable pillars.” The stability 

c 2 
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of the structure must depend upon the strength of 

the foundation- The weight of Mr. Mill’s authority 

must be measured by the solidity of the basis on 

which it is supported. 

Now, the discoveries which in the estimation of 

Mr. Mill have placed Mr. Tooke at the head of 

monetary science, are as follows:— 

I. That a rise of prices is not preceded, but fol¬ 

lowed, by an increase in the amount of the circulation. 

II. That an increase in the amount of the circula¬ 

tion is the effect, and not the cause, of a rise of 

prices. 

It will be seen upon a close examination, that 

these vaunted discoveries, instead of being “ immove¬ 

able pillars ” on which a true science of money must 

be built, are but mirage-formations which a ray of* 

analysis dissolves. In a country not possessing 

mines of the precious metals, and having its currency 

regulated on the principle of metallic variation, as, 

under the provisions of the Act of 1844, the cur¬ 

rency of this country is actually regulated, the only 

way in which the circulation can be increased is, by 

the action of a favourable foreign exchange. But 

a favourable exchange cannot be preceded by a rise 

of prices, for the obvious reason that a rise of prices 

above the ordinary level causes an adverse exchange, 

an exportation of bullion, and a contraction of the 

circulation. Neither is it possible that an increase 

in the amount of the circulation should he the effect 
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and not the cause of an increase of prices, for the 

obvious reason, that an increase in the amount of the 

circulation is the effect of a fall of prices below the 

par of exchange level. An abundant harvest renders 

the proportion of commodities to money greater in 

this than in other countries, lowers prices, and causes 

a favourable exchange, an influx of bullion, and an 

expansion of the circulation. On the other hand, 

a deficient harvest renders the proportion of com¬ 

modities to money less in this than in other countries, 

raises prices, and causes adverse exchange, export of 

bullion, and contraction of circulation. So long as 

the currency shall be regulated, as it now is, on the 

principle of metallic variation, so long will its 

amount be governed by the state of the foreign 

exchanges; and so long as the amount of the cur¬ 

rency shall be regulated by the exchanges, so long 

will a fall of prices be the antecedent of an expan¬ 

sion of the circulation, and a rise of prices the 

antecedent, not of an increase, but of a diminution 

of the circulation. Mr. Tooke’s vaunted discoveries 

are nothing more than gratuitous assumptions con¬ 

trary to fact. 

There is, however, a conceivable, I will not say a 

possible, process under the operation of which an 

increase in the amount of the circulation may be¬ 

come the effect of a rise of prices, and the theory 

of Mr. Tooke and Mr. Mill be verified by fact. 

This process I will endeavour to explain. 
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A certain school of physiologists account for the 

existence of mites and maggots by the assumption 

that they make themselves. Now, in order to 

account for the existence of an extension of the 

circulation under a rise of prices and adverse ex¬ 

changes, we have only to generalize the reasoning of 

these physiologists, and to assume that sovereigns 

and bank-notes possess the property of spontaneous 

generation. According to this physiological theory, 

when a rise of prices occurred in England, dust and 

nuggets in California and Australia would dig them¬ 

selves out of the earth, and crush themselves out of 

quartz, navigate themselves across the ocean, and, 

entering the Royal Mint, stamp themselves into 

standard coin. At the same time, paper would 

begin to manufacture itself, to write upon itself 

promises to pay, and to glide noiselessly and ghost¬ 

like into the till of the Bank. 

Let no one attempt to dispose of this theory of 

currency self-creation by an incredulous smile. It 

should be regarded as a sound and legitimate theory. 

The hypothesis upon which it rests is the only con¬ 

ceivable hypothesis by which it can he made apparent 

that an extension of the circulation is the effect of a 

rise of prices. If the theory of currency self-creation 

be inconsistent with fact, Mr. Tooke’s discoveries 

must be false. But the discoveries of the highest 

authority in monetary science—discoveries which 

have placed their author on a level with Adam 
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Smith, and the correctness of which, as affirmed by 

Mr. Mill, has been established by elaborate research 

“ on the mere ground of history,” cannot be false. 

The discoveries cannot be controverted. The 

“ pillars” are “ immoveable.” An hypothesis which 

accounts for phenomena which no other conceivable 

hypothesis can account for, must be received as legi¬ 

timate. Will any disciple of Mr. Tooke venture to 

overthrow the authority of his master by denying 

that coin and bank-notes possess the property of self¬ 

creation ? 

That a brilliant but superficial writer—a dealer 

not in the science, but in the poetry of money—like 

the author of “ Money and Morals,” should have 

become a disciple of Tooke after having been a pupil 

of Overstone, is a fact which it is sufficiently difficult 

to account for. How then can we comprehend the 

melancholy fact, that the author of “ Unsettled 

Questions in Political Economy” should have de¬ 

scended to the rank of those who receive as an esta¬ 

blished truth a pretended discovery which cannot be 

explained or defended, except upon the absurd 

assumption that currency creates itself? The solu¬ 

tion of the problem may perhaps be found in the 

following passage, borrowed from a letter breath¬ 

ing the true spirit of advanced and enlightened 

science, addressed by Mr. Norman to Sir Charles 

Wood. 

“ The expansion of the various sciences, which has 
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taken place within a few years, cannot fail to give 

rise to serious reflection. Life is now not long 

enough to enable even the most studious man to 

obtain a reputation for encyclopaedical knowledge; 

and the time is rapidly approaching, when renown 

in the ranks of learning and philosophy will be re¬ 

served for him who has mastered one of the many 

branches into which each separate science will then 

have divided itself. This tendency to expansion, 

though more peculiarly remarkable in physics, is also 

very conspicuous in the moral sciences. Adam Smith 

probably thought that he had left hut little of the 

domain of Political Economy unexplored ; the public 

attention, however, is now engrossed by questions 

connected with one single branch of the science, viz., 

the currency, so refined and intricate as to have 

eluded his observation.”* 

These views are at once original and instructive. 

Although we have some splendid specimens—a 

Bacon, a Franklin, and a Brougham—of omrii- 

scientific genius, yet it is nevertheless true, that “ re¬ 

nown in the ranks of learning and philosophy will be 

reserved for him who has mastered one of the many 

branches of science.” Life is not now long enough 

to permit a single mind to produce both a Novum 

Organum and a Wealth of Nations. A gifted grasper 

after fame, who might have been a Bacon, or who 

might have been an Adam Smith, essaying to be 

* Letter to Sir Charles Wood, p. 7. 
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both, is neither. The deepest waters shallow as they 

In the volume which I now offer to the public 

nothing has been added to my former animad¬ 

versions on the doctrines advanced by Mr. James 

Wilson. This has not arisen from any want of 

consideration for that able—and on questions not 

connected with the regulations of the currency— 

enlightened economist. I have hitherto regarded him 

as being, from his superior abilities, his access to 

official records, and his influential position, as the 

most formidable opponent of the Act of 1844 ;*and I 

should have continued so to regard him, had not the 

errors into which, as I conceive, he has fallen, received 

an elaborate refutation from an authority whose access 

to the sources of official information is equal to his 

own, and who has investigated them with greater 

diligence, accuracy, and success. Mr. Arbuthnot, 

who had been private secretary to Sir Robert Peel 

during the passing of the Act of 1844, and to Sir 

Charles Wood during the discussions on the Act in 

1847, has met Mr. Wilson on his own ground, and 

vanquished him with his own weapons. He has 

refuted the statistical arguments against the Act of 

1844 as effectually as similar arguments against 

the resumption of cash payments were refuted forty 

years ago by Ricardo’s reply to Bosanquet. In dis¬ 

posing of the statistical arguments against the Act, 

Mr. Arbuthnot has rendered invaluable service. As 
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he has justly stated in his recent publication, “ without 

doubt statistical returns are invaluable to those who 
/ 

carefully study them. But the information they 

afford consists only of a great accumulation of facts; 

and as zealous controversialists have ever been prone 

to seize the first fact that suits their argument, so 

with the growth of statistics has sprung up the dis¬ 

position to misapply them. Few have the opportunity 

of threading their way through the mass of details 

which it is necessary to investigate in order to detect 

a single error; and some service may be rendered to 

truth and science by a patient inquiry into assertions 

and arguments which, though lightly adopted, are 

often specious and captivating. The object I have 

in view is to unravel the tangled web of fallacious 

reasoning, which is the consequence, if not the cause, 

of a careless and confident reference to facts, and to 

prove that candid investigation will confirm the 

principles on which the Act of 1844 is founded.”* 

In relation to the principles which I have at¬ 

tempted in this volume to explain and to defend, I 

have many obligations to acknowledge. First, and 

mainly, to Lord Overstone. His Lordship, in one of 

his lucid expositions at the Political Economy Club, 

propounded the doctrine, that the separate functions 

of issue and of discount should be intrusted to sepa¬ 

rate departments. The importance of such a separa¬ 

tion flashed upon me. My mind dwelt upon it, and 

* Sir Robert Peel’s Act of 1844 Vindicated, p. 7. 
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the further explanations and suggestions of his Lord- 

ship convinced me that the principle of the separa¬ 

tion of departments supplied the requisite com¬ 

plement to the theory of currency, as established by 

Adam Smith and Ricardo ; and that the practical 

application of that principle to the Bank of England 

was the only means by which the convertibility of 

the circulation could be permanently secured. 

In common with all who have taken an interest, 

whether commercial or scientific, in the state of the 

currency, I am largely indebted to Mr. M‘Culloch. 

His Treatise upon Money, appended as a note to his 

edition of “ The Wealth of Nations,” is the most 

complete and correct which has hitherto been given 

to the public. The “ Commercial Dictionary ” has 

brought the results of science into every counting- 

house in the kingdom. His latest labour—that of 

collecting and editing the tracts and letters of Lord 

Overstone—has rendered an invaluable service to the 

cause of truth and science. The volume, comprising 

these admirable productions, will be preserved in 

the libraries of science, in juxtaposition with the 

“ Report of the Bullion Committee,” and with the 

congenial productions of Horner, Huskisson, and 

Ricardo, on the maintenance of our metallic 

standard. 

To Mr. Pennington—one of the deepest and most 

original thinkers of our day—I was early indebted 

for valuable communications on subjects connected 
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with banking, and with the regulation of the cur¬ 

rency, on the principle of metallic variation. 

To the very able and instructive “ Letter on the 

Monetary Pressure of 1847,” addressed to Sir Charles 

Wood by Mr. Hubbard, I am indebted for the 

explanation I have given of the process by which the 

vast foreign debt incurred at that period was liqui¬ 

dated, without endangering the convertibility of the 

currency. 

To the chapters on money, and the regulation of 

convertible paper currency, now presented to the 

public, I have appended a reprint of a tract entitled 

“ The Economists Refuted,” which I published in 

1808. It has been out of print for many years ; and 

I may be expected to assign some reason for its 

present reappearance. 

It is now very generally admitted that Adam 

Smith’s explanation of the manner in which foreign 

trade enriches a nation was at once incomplete and 

erroneous. His theory of the benefit conferred by 

commerce was, that it afforded an outlet for the 

surplus produce of a country, and enabled the capital 

employed in effecting international exchanges to 

replace itself with a profit; and in accordance with 

this theory, he contended that the home trade is 

more advantageous than the foreign, because two 

capitals are replaced with a profit in the home 

trade, and only one in the foreign. Assuming the 

truth of this very imperfect and erroneous theory, 
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Mr. Spence contended, in a very ingenious publica¬ 

tion entitled “ Britain Independent of Commerce,” 

that agriculture is the only source of wealth, and 

that the decrees of the first Napoleon, excluding 

this country from commercial intercourse with con¬ 

tinental Europe, could have no effect in diminishing 

the wealth of the nation, inasmuch as the capital 

disengaged from the foreign trade might be em¬ 

ployed, with equal advantage, in extending home 

production. This doctrine was zealously espoused 

by Mr. Cobbett, and became very popular. Under 

these circumstances, I published “ The Economists 

Refuted and explained, I believe, for the first time, 

the nature and extent of the advantages derived from 

trade. The principles which I propounded in “The 

Economists Refuted,” Mr. Ricardo subsequently 

adopted in his great work on Political Economy 

and Taxation; and as my previous publication had 

been long out of print and forgotten, it was generally 

believed that it was reserved for Mr. Ricardo to 

correct the erroneous theory of Adam Smith, and to 

show that the benefit resulting from foreign trade 

consists of the increased production created by inter¬ 

national divisions of employment. 

I had shown that the increased production thus 

created was divided, in variable proportions, between 

the countries exchanging their respective produc¬ 

tions. In the view of the question presented by Mr. 

Ricardo, the advantages derived from foreign trade 

d 



xiv PREFACE TO THE SECOND EDITION. 

were confined to only one of these countries. Mr. 

Ricardo’s error was corrected by Mr. Pennington; 

and the correction, if I rightly remember, was 

adopted by Mr. James Mill in the third edition of 

his “ Principles of Political Economy.” 

Such are the circumstances which have induced 

me to reprint, without alteration, my long-forgotten 

tract. My object in doing so is, to claim my right to 

be regarded as the original propounder of so much 

of the corrected theory of the nature and extent of 

the advantages derived from foreign trade as may be 

comprised in the view which I ventured to present to 

the public forty-nine years ago. 

ROBERT TORRENS. 

February 185/. 



SIR ROBERT PEEL’S ACT OF 1844. 

CHAPTER I. 

ON THE PRELIMINARY QUESTION, WHAT IS MONEY? 

The select committee of tlie House of Commons on 

Banks of Issue, which was appointed in 1840, and 

over which Sir Charles Wood presided with such pre¬ 

eminent ability, devoted no inconsiderable portion of 

its time and attention to the inquiry, “what consti¬ 

tutes money ?” On this elementary question the most 

opposite opinions were maintained. While Lord 

Overs tone and Mr. Norman maintained, in accordance 

with the principles established by Adam Smith and 

Ricardo, that the money or currency of the country 

consists of coin and of bank-notes immediately conver¬ 

tible into coin, Mr. Tooke and his followers advanced 

the novel doctrine, that bank-notes immediately con¬ 

vertible into coin do not possess the properties of 

money; that they are, in common with cheques and 

bills of exchange, mere forms of credit; and that to 
subject them to any legislative restrictions different 
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from those which are equally applicable to the other 

forms of credit with which they coincide, is erroneous 

in theory and mischievous in practice. As the main 

arguments of the opponents of the Act of 1844 are based 

upon the doctrine thus advanced by Mr. Tooke, a pre¬ 

liminary inquiry into its validity seems desirable before 

proceeding to an explanation of the principles and 

practical operation of the Act. 

Before we can frame a correct definition of the 

term money, we must have a distinct perception of 

the several uses to which money is applied, and of 

the specific attributes with which it is invested. Now, 

money is employed as a measure of value, as a 

medium of exchange, and as an ultimate equivalent, 

by the tender and acceptance of which obligations are 

legally discharged and transactions finally closed; and 

the attributes with which it is invested are derived from 

the laws and usages of the civilised world. Hence it 

is apparent that any object which is appropriated either 

by positive law, or by usage having the force of law, 

to these several uses, comes under the denomination 

of money; and that no objects or things save those 

which have been so appropriated can be included 

under that denomination. Money may therefore be 

defined as consisting of those tangible objects which 

can be passed from hand to hand, which law, or usage 

having the effect of law, has established as measures 

of value, as media of exchange, and as equivalents, 

by the tender and acceptance of which payments are 

made and transactions finally closed. 

It is universallv admitted that the several functions 
t/ 

comprised in this definition are fulfilled by coin of 

legal weight and fineness. A pound sterling, which 
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is nothing more than 123,274 grains of standard gold 

manufactured into coin, is both by law and usage the 

standard unit by which, in this country, the value of 

property is measured. In the transactions of the 

market, coin of standard weight and fineness will at 

all times and under all circumstances be accepted as a 

medium of exchange and transfer. A payment in 

coin releases the debtor or purchaser from all further 

claim; and an acceptance of payment in coin, while it 

deprives the creditor of all further claim, places in the 

hands of the vendor the full equivalent for which he 

had contracted. Whether regarded as the measure of 

value, as the medium of exchange, or as the ultimate 

equivalent by which transactions are finally closed, 

coin is money under its most perfect form. But coin, 

eminently qualified as it is to perform the functions, 

does not possess exclusively the character of money. 

That character is derived, not from intrinsic qualities, 

but from imparted qualities; and the law and usage 

which impart it to the precious metals, may equally 

impart it to other objects. 

Are Bank-Notes Money ? 

Is a bank-note, convertible into coin upon demand, 

money ? A brief consideration of this question will 

convince us that it must be answered in the affirma¬ 

tive. A Bank of England note, while convertible 

into coin, is a legal tender; is equivalent to coin, 

can be directly passed from hand to hand, and per¬ 

forms, in all the transactions of the market, functions 

identical with those which are performed by the coin 

it represents. If coin is a measure of value, bank¬ 

notes immediately convertible into coin, and conse- 
b 2 
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quently equivalent to coin, must also be a measure of 

value. The measurement is performed with equal 

accuracy, whether we employ the metallic standard 

itself in the form of coin, or a perfect equivalent of 

that standard in the form of convertible notes. 

Again, as regards a medium of exchange, the con¬ 

vertible note is in some respects superior even to coin. 

In all the larger transactions of the market, bank-notes 

are employed, to the entire exclusion of coin, as the 

medium or instrument by which property is trans¬ 

ferred. The same may be said with respect to the 

third essential characteristic of money—the power of 

effecting payments, discharging engagements, and 

finally closing transactions. In point of fact and ex¬ 

perience, this essential function of money is in all 

transactions of magnitude performed more conveni¬ 

ently and more extensively by bank-notes than by 

coin. They have been made legal tender—they have 

been monetised by Act of Parliament. They measure 

value, they effect exchanges, and they finally close 

transactions, as perfectly as coin. That merchants 

and bankers should have deliberately denied to them 

the character of money, would have been altogether 

incredible, had not the marvellous fact been proclaimed 

and recorded by themselves. 

Having ascertained that our bank-note circulation, 

while convertible into coin, is invested by law and 

usage with the attributes of money, we proceed to 

consider whether these attributes are possessed by 

paper currencies not convertible into coin. Mr. 

Tooke, while affirming that convertible notes are not 

money, contends that inconvertible notes issued by 

Government are money. According to this doctrine, 
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convertibility demonetises, while inconvertibility 

monetises paper currencies. Previous to the suspen¬ 

sion of cash payments, the notes of the Bank of 

England were not money, because they were conver¬ 

tible into coin ; after the suspension they became 

money, because they were not convertible into coin; 

and on the resumption of cash payments, the power 

of converting them into coin again divested them of 

the character of money. 

Although the advocates of the Tookean principle 

involve themselves in a reductio ad absurdum with 

regard to convertible currency, they are perfectly 

correct in attributing to inconvertible currencies the 

character of money- To contend that an inconvertible 

currency does not possess the essential attributes of 

money, would be tantamount to maintaining that, 

during the suspension of cash payments, England was 

destitute of a measure of value, of a medium of ex¬ 

change, and of an equivalent by which transactions 

could be closed. Numerous and strange as are the 

fallacies into which, in dealing with the currency, 

superficial thinkers are liable to fall, yet this ultra¬ 

absurdity no one could be found to uphold. During 

the suspension of cash payments, the bank-note was 

employed to measure values, to effect exchanges, and 

to close transactions; and therefore, during the sus¬ 

pension of cash payments, the inconvertible bank-note 

possessed the essential attributes of money. 

It has been a prevalent opinion, that money con¬ 

sists exclusively of the precious metals; and that a 

paper circulation, whether issued by Government or 

by banks, whether convertible or inconvertible into 

coin, so far from possessing the essential attributes of 
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money, is nothing more than a convenient form of 

credit by which the employment of actual money is 

economised. This opinion is altogether erroneous. 

The precious metals are money, not on account of any 

essential properties inhering in themselves, but be¬ 

cause the laws and usages of the civilised world have 

invested them with the functions of measuring value, 

of facilitating exchanges, of adjusting balances, and of 

finally fulfilling contracts. But the same law and 

usage which confers on the precious metals the cha¬ 

racter of money, might equally confer that character 

on any other object. In point of fact, various other 

objects, corn, cattle, bars of iron, nails, and shells, 

have in different ages, and in different countries, been 

invested by law or by usage with the attributes of 

money. 

Are Cheques Money ? 

When a portion of the money of the community 

is transferred from the desks of its owners to 

banks, a new instrument of exchange is called into 

existence, namely, cheques drawn against deposits. 

Are then cheques money? The question must be 

answered in the negative. Cheques do not increase 

the quantity of money; they merely transfer from 

one individual to another a portion of the money 

already in existence. The person who draws a 

cheque upon his banker for one hundred pounds, will 

have, as soon as the cheque is honoured, less money 

by one hundred pounds, while the receiver of the 

cheque will have more money by one hundred pounds 

than before. The drawer cannot have less until the 

instant upon which the receiver shall have more; the 
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receiver cannot have more until the instant upon 

which the drawer shall have less. The act of transfer 

cannot by possibility increase the quantity transferred. 

The first recipient of a cheque, instead of himself 

presenting it at the bank for payment, may pass it as 

a medium of exchange and purchase to a third party, 

the third to a fourth, the fourth to a fifth, and so on 

indefinitely. It may, therefore, be asked, does not 

the cheque during this process supersede the use of 

coin ajid bank-notes, and thus increase the quantity 

and become a component part of the money of the 

community ? 

The question must be answered in the negative. 

Although cheques dispense with the passing of money 

from hand to hand, they do not constitute any portion 

of its actual amount. They perform no function save 

that of ordering a payment. The drawer of a cheque 

for one hundred pounds must have a deposit or a 

credit for one hundred pounds with the bank on which 

he draws; and it is the deposit or the credit, and not 

the cheque, which effects the payment. Without the 

deposit, the cheque would be worthless; without the 

cheque, the deposit would possess the same purchasing 

and paying power as before. The only function 

which can be performed by the cheque is that of 

relieving the owner of the deposit from the inconve¬ 

nience and loss of time he might suffer by going to 

the bank and drawing out his money in person. 

It is quite true that when the owner of a deposit 

pays a cheque to A., A. may pay it to B., B. to 0., and 

so on indefinitely; and that on each successive trans¬ 

fer of the instrument, a purchase may be effected. 

But then it is equally true that the owner of the 
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deposit might have drawn out bank-notes of equal 

amount, that he might have paid the notes to A., that 

A. might have paid them to B., and B. to C.; and that 

on each successive transfer of the cash, a purchase 

might have been effected. So far the two series of 

transactions exactly coincide. But there is, neverthe¬ 

less, an important and a characteristic difference 

between them. The successive purchases effected by 

the bank-notes are final purchases ; each successive 

transaction between the buyers and the sellers is 

closed, not to be reopened, on the instant on which 

the notes are paid. On the other hand, the series of 

purchases effected by the cheque are not final pur¬ 

chases. Until the cheque is honoured, the whole of 

the transactions of which it was the medium remain 

unsettled ; and should it be dishonoured, each suc¬ 

cessive vendor would have a claim upon his purchaser 

for its amount. Cheques possess a purchasing, but 

not a paying power. The paying power resides in 

the deposits, the order for the payment or transfer of 

which the cheques convey; and should this order not 

be carried out by an actual payment or transfer, the 

transactions, of which they were the medium, cannot 

be finally closed until the amount of the dishonoured 

instruments shall be paid in coin, or bank-notes. 

It may be objected that, in the great majority of 

cases, cheques are not dishonoured, and that, with 

the exception of rare and unimportant cases, the 

transactions of which they are the medium, are finally 

closed, and the essential functions of money effectually 

performed. To this objection the conclusive answer 

is, that so long as the honouring of a cheque is not 

an accomplished fact, but a future probability, so 
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long do the transactions, of which it was the medium, 

remain unsettled, and the essential function of money 

unperformed. And further, when a purchase has 

been made by a cheque drawn against an actual 

deposit, in a solvent bank, the closing of the trans¬ 

action is effected, not by the transfer of the cheque 

from the purchaser to the vendor, and from the vendor 

to the bank, but by the transfer of a deposit in the 

books of the bank, or by a payment in coin or notes 

over the counter. 

It is.of the essence of money, that it closes transac¬ 

tions between payer and payee. It is the ultimate 

paying power; and it is self-evident that nothing can 

be an ultimate paying power which must itself be 

ultimately paid—that no transaction can be finally 

closed by the acceptance of a medium which must 

itself become the subject of a future transaction. 

Bank of England notes would not be money if the 

transactions, of which they are the medium, remained 

open until they were converted into coin. Coin 

would not be money if it could not be a final pay 

inent until it had been exchanged for bullion. A 

fortiori, cheques cannot be money so long as it is 

necessary to the final closing of the transactions into 

which they enter that they should themselves be 

paid by the banks upon whrch they are drawn. 

Are Bills of Exchange Money ? 

Bills of exchange are extensively employed in 

commercial transactions, both domestic and foreign. 

Although these instruments possess, in common with 
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cheques, the property of facilitating exchanges, yet 

in other respects there is a marked distinction between 

them. A cheque represents money in deposit, avail¬ 

able on demand ; a bill of exchange represents money 

in expectation, available at some future period. No 

public trader, no private individual, could make a 

purchase by a cheque unless he had a deposit or bank 

credit to the amount of the purchase; but a trader, 

although not possessing any command of money, or 

even any property whatever, might effect purchases 

to an indefinite extent, trusting for the means of 

ultimate payment to resales, it might be of the very 

goods for which his acceptances had been given. 

Again, the drawer of a cheque was the possessor 

of a deposit, with which, had he chosen to draw it 

out, he might have made a direct money payment. 

The receiver of a cheque on a solvent bank, becomes 

entitled to draw out coin or notes, and acquires the 

option of making a direct and immediate money pay¬ 

ment. The same may be said with respect to the 

successive parties through whose hands the cheque 

may pass. It is obvious, therefore, that the interven¬ 

tion of the cheque cannot, by possibility effect a 

greater number of payments than those which might 

have been equally effected by drawing out in coin 

or notes the deposit against which it was drawn, and 

by passing the cash from hand to hand in direct pay¬ 

ments. It is altogether different with respect to bills 

of exchange. These deferred credit instruments may 

effect an indefinite number of purchases, which, without 

their intervention, could not be effected at all. For 

example, A., a wholesale merchant in London, wishes 
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to purchase goods to the amount of one thousand 

pounds, from B., a manufacturer in Manchester. 0., 

a retail dealer in London, desires to replenish his 

stock by purchasing such goods from A. To effect 

these transactions by the intervention of money, A. 

must have one thousand pounds to hand to B., and 

C. one thousand pounds to hand to A. But neither 

A. nor 0. has one thousand pounds either in hand or 

in deposit, and consequently, these several purchases 

and transfers cannot be effected by coin, or by bank¬ 

notes, or by cheques drawn against deposits. But 

they may be effected by the instrumentality of bills 

of exchange : A. may give to B. a bill for one thousand 

pounds, payable at ninety days after date, while C. 

may give to A. a bill for a like sum, at eighty days, 

and may effect, in the course of the period it has to 

run, retail and ready-money sales to the amount of 

one thousand pounds. At the expiration of the eighty 

days, he passes the cash in discharge of his bill to A., 

who passes it in discharge of his acceptance to B., and 

thus, goods to the amount of one thousand pounds are 

transferred from the producer to the merchant, from 

the merchant to the retailer, and from the retailer to 

consumers, although neither producer, merchant, nor 

retailer had, at the commencement of their sales and 

resales, the command of any money capital whatever. 

It will be apparent from this example, that through 

the instrumentality of bills of exchange, an indefinite 

number of sales and resales of the same identical 

goods may be effected between producers, merchants, 

and retailers, without any payment in coin, or notes, 

or transfer of deposits, until the retailer has finally 
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disposed of them for cash to the consumer; and it will 
be equally apparent that, until the retailer should 
have been paid for the goods, in cash, by the con¬ 
sumers, none of their successive transactions could 
be finally closed. 

The fact that bills of exchange effect an indefinite 
number of purchases, without requiring the interven¬ 
tion of coin, or bank-notes, or transfers, until the bills 
are finally paid by their acceptors, is urged by a 
certain school of economists as a practical proof that 
they perform, equally with bank-notes, the functions 
of money, and that if bank-notes are to be placed in 
the category of money, bills of exchange must also 
be so placed. But these reasoners exclude from their 
consideration the all-important fact that when pur¬ 

chases are effected by bank-notes the transactions 
are final, and require no subsequent adjustment. 
This establishes the essential difference between pur 
chases effected by bank-notes, and purchases effected 
by bills of exchange. The former are final the instant 
the bank-notes have been accepted ; the latter are not 
final until the bills of exchange have arrived at 
maturity, and are paid by their acceptors. 

When it is asked, Are bills of exchange money ? it 
must be answered, that one of the essential properties 
of money they unquestionably possess in a pre-emi¬ 
nent degree. They are, next to the precious metals, 
the most extensive media of exchange. By the uni¬ 
versal concurrence of the commercial world, they are 
the levers by which all the larger masses of property 
are moved. But do they possess the other attributes 
which are also essential to the character of money ? 
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Are they measures of value ? Are they ultimate equi¬ 
valents ? These questions must be answered in the 
negative. The measurement of value and the final 

fulfilment of engagements are functions of money 
which bills of exchange do not, and which, under our 
existing laws and usages, they cannot perform. A 

bill of exchange cannot be employed to measure the 
relative value of other things, because it possesses the 
peculiar property of varying in value in relation to 
itself. A bank-note for one hundred pounds payable 
to bearer on demand, while variable in value in 
relation to commodities, is invariable in relation 
to itself: it represents one hundred of our monetary 
units on the day of its issue, and one hundred of 
these monetary units it continues to represent through¬ 
out the whole period during which it may remain in 
circulation. A bill of exchange for one hundred 
pounds, on the contrary, does not represent one hun¬ 
dred units of our money until the day on which it 
falls due ; and during the whole of the period it has 
to run, its value, in relation to one hundred monetary 
units or pounds sterling, varies from day to day, and 
with every variation in the rate at which it can be 
discounted. In estimating the value of any species of 

goods, I may say that they are worth a hundred 
sovereigns, or a hundred pound bank-note; but I 
cannot say that they are worth a bill of exchange for 

one hundred pounds, because I cannot know what 
number of pounds sterling or monetary units the bill 
may be actually worth until I shall have first ascer¬ 
tained the period which it has to run, and the rate of 
discount at which it can be turned into cash. Before 



14 ARE BILLS OP EXCHANGE MONEY? 

it can be employed as a measure of value, it must 
» 

itself be measured. It is obvious that bills of ex¬ 
change perform no species of measurement whatso¬ 
ever. They are not measures, but subjects of mea¬ 
surement. Their value cannot be brought into 
comparison with that of commodities, because their 
worth in relation to commodities remains utterly 
unknown, and can be only vaguely guessed at until 
the value both of themselves and of the commodities 
for which they are offered have been previously esti¬ 
mated in coin or in bank-notes. And further still, 
they cannot become even the medium of transfer 
until the value both of themselves and of the property 
to be transferred has been previously estimated and 
expressed in coin or in bank-notes. 

While a bill of exchange is not, and from its very 
nature cannot be, employed as a measure of value, it 
records upon its face that it is not an ultimate equiva¬ 
lent. It does not effect an actual payment; it merely 
promises that an actual payment shall be made at a 
future day: and the transactions in which it is con¬ 
cerned cannot be closed until that promise is fulfilled. 
A bill of exchange is a purchasing, but not a paying 
power. A purchase effected by coin or by bank¬ 
notes, or by the transfer of a deposit, is a ready- 
money purchase, while a purchase effected by bills of 
exchange is a credit purchase. The person who 
buys goods with coin or bank-notes, effects at one 
and the same time both a purchase and a payment: 
a person who buys with bills of exchange makes a 
purchase, and at the same time incurs a debt. 

Mr. Tooke and his followers have avoided the error 
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of classing bills of exchange in the category of money; 
but they fall into another error not less opposed to 
philosophical arrangement and to the methods of 
science, that of classifying bills of exchange and notes 

payable upon demand under the common denomina¬ 
tion of “forms of creditand of jumping to the 
inference that the common denomination denotes com¬ 
mon properties. While contending that bills of ex¬ 

change do not perform the functions of money, they at 
the same time maintain that bank-notes payable in 
coin being, like bills of exchange, mere forms of 
credit, perform no functions other than those which 
are equally performed by bills of exchange. 

In science as well as in religion, fanatics are to be 
found who refuse to receive the evidence of their 
senses. A person so wedded to a currency theory, or 
so deficient in analytical power as to be unable to 
perceive a distinction between the bill of exchange 

which he offers for discount and the bank-notes ad¬ 
vanced to him by the discounter, is not, in relation to 
his espoused opinions, within the pale of ratiocination. 
But the logical errors analogous to those which he 
regards as legitimate, when in accordance with his 
preconceived notions, may possibly be seen in their 
native absurdity when exemplified in relation to other 

objects. Were a mathematical student, after classing 
triangles and quadrangles under the common denomi¬ 
nation of right-lined figures, to assume as his premise 
that the common denomination expressed common pro¬ 
perties, and to conclude that the number of angles was 
the same in each, the most implicit believer in the 
Tookean faith could not fail to perceive the palpable 
fallacy of the reasoning and the palpable absurdity of 
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the conclusion. Yet not less palpably fallacious is the 
logic, and not less obviously absurd is the conclusion 
of the currency fanatic who places bank-notes in the 
same category with bills of exchange, and infers that 
the former possess no properties other than those 
possessed by the latter. 

We have already remarked that bills of exchange 
possess a purchasing but not a paying power, while 
convertible notes possess both. But this distinction, 
however striking and important, is not the only dis¬ 
tinguishing difference between the attributes and the 
operations of the two instruments. When an addi¬ 
tional amount of bills of exchange is brought into the 
discount market, the demand for money capital is 
increased; and when an additional amount of bank¬ 
notes is brought into the discount market, the supply 

of money capital is increased. In the former case the 
rate of interest is raised, in the latter it is lowered. 
Again, an increased supply of bills of exchange creates, 
while an increase in the supply of bank-notes relieves, 
a pressure on the money market. That theoretical 
inquirers substituting generalisation for analysis, and 
mistaking partial similitude for complete identity, 
should fall into the error of placing bank-notes in the 
same category with bills of exchange, may admit of 
explanation ; but how merchants and bankers, practi¬ 
cally acquainted with the actual operation of the 
money market, should fall into such a misconception, 
passes comprehension. 

Objections answered. 

Two distinguished economists, M. Michel Chevalier 
and Mr. J. S. Mill, controvert the views presented in 
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the preceding pages, and contend that bank-notes, 
convertible into coin, instead of belonging, in common 
with coin, to the category of money, belong, in common 
with cheques and bills of exchange, to the category of 
credit. The high authority of these eminent and 
influential teachers of the science demands from a 
candid searcher after truth, that the doctrine which 
they inculcate upon this elementary and important 
question should be either admitted or refuted. I 

accept the alternative, and venture on the refuta¬ 
tion. 

• % 

M. Chevalier, in a course of lectures on political 
economy, delivered in his capacity of professor at the 
College of France, denies that the bank-note should 
be included in the definition of money. He says, 
“ Those persons who insist that the bank-note should 
“ be held to be money, have never been able to trace 
“ a line of demarcation, which should be clear and 

“ distinct, between a bank-note and a bill of ex- 
“ change.” 

We submit to the candid consideration of this 
eminent economist, that the daily phenomena of the 
money market establish between bank-notes and 
bills of exchange a line of demarcation so clear and 
so distinct, that we cannot, without a departure from 
the most obvious rules of scientific classification, place 
them in the common category of credit. The line of 
demarcation may be traced through examples in¬ 

numerable. 
First. In a period of commercial pressure, one mer¬ 

chant has one thousand pounds in Bank of England 
notes, another has one thousand pounds in bills of 

c 
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exchange, and both have immediate payments to 
make to the amount of nine hundred pounds. Does 
not the simple statement of this case bring out into 
prominent relief the broad line of demarcation between 
notes and bills ? Can it be doubted, either on com¬ 
mercial or on logical grounds, that the owner of the 
notes has the immediate command of a thousand 
pounds in money, and that the owner of the bills has 
not ? Is it not a fact that the former can make an im¬ 
mediate and final payment to the amount say of nine 
hundred pounds, and that the latter, before he can 
effect such a payment, must discount his bills in order 
to obtain the requisite amount in notes ? and is not 
the existence of this fact a practical demonstration 
that in the actual transaction of the market, bank¬ 
notes are held to be money, and that bills of exchange 
are not ? 

Second. A merchant, with a slender amount of ori¬ 
ginal capital, engages in extensive transactions upon 
credit. He has accepted bills falling due to the amount 
of twenty thousand pounds, and he holds bills not yet 
arrived at maturity to the amount of twenty-two 
thousand pounds. Were there no distinction between 
bills of exchange and bank-notes—did they possess in 
common the power of effecting final payments—this 
merchant could meet his engagement, and realise 
ample profit on his credit transactions. But the line 
of demarcation between these instruments is so 
marked, their properties are so dissimilar, that if the 
merchant cannot sell his bills for notes, lie goes into 
the ‘ Gazette/ instead of continuing a profitable 
trade. 
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Third. Let us pass from individual examples to the 
general discount market. What is it that gives exist¬ 
ence to that market ? nothing on earth save the broad 
line of demarcation between bank-notes and bills of 
exchange. Did the two classes of instruments equally 
possess the power of satisfying engagements, the 
holder of immature bills would tender them to his 
creditors in liquidation of his debts, and receive a 

final discharge. Wherefore is this course not adopted ? 
Why does the merchant go into the discount market 
and sell his bills for notes in order to hand them over 
in discharge of his engagements ? Simply because 
bank-notes have the property not possessed by bills of 
exchange, of finally closing transactions; in other 
words, because bank-notes are held to be money both 
legally and commercially, while bills of exchange are 
not held to be money either commercially or legally. 

Fourth. What are the circumstances which consti- 
tute ease, and what the circumstances which constitute 
pressure in the money market ? What are the specific 
causes which at one period render money superabun¬ 
dant, and what the opposite causes which at another 
period intensify pressure into panic ? The true an¬ 
swers to these questions place in the clearest light the 
line of separation between bank-notes and bills of 
exchange. There is ease in the money market when 
the amount of bills seeking discount bears the ordinary 
proportion to the amount of bank-notes at the com¬ 
mand of the discount houses; and there is pressure 
when the proportion of bills to notes exceeds the 
ordinary proportion. Money is a drug in the market 
when the amount of bills offered to the discount houses 

c 2 
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in exchange for bank-notes is less than the amount of 
bank-notes which the discount houses have to invest 
in mercantile securities. Pressure is intensified into 
panic when the supply of bills seeking discount ex¬ 
ceeds the amount of loanable bank-notes in the hands 
of discounters, to such an extent that advances cannot 
be obtained upon mercantile securities of the first 
class. To analyse the phenomena of the discount 
market, is to trace out the broadest possible line of 
demarcation between bank-notes and bills of ex¬ 
change. 

Fifth. Bills of exchange are discounted in bank¬ 
notes. To discount a bill of exchange is to advance 
a loan for the period during which the bill has to run. 

Bank-notes constitute the loan; the bill of exchange 
constitutes the security on which the loan is lent. To 
maintain that there is no line of demarcation between 
bank-notes and bills of exchange is the same thing as 
to assert that there is no difference between loans and 
securities. Surely this is a proposition which M. Che¬ 
valier will not, on reconsideration, reaffirm. 

This accomplished economist objects to the charac¬ 
teristic difference as regards paying power which I 

have sought to establish between bank-notes and bills 
of exchange, upon the legal ground that when a bill 
of exchange is not indorsed by the buyer, the seller 
must hold himself to be paid, although the bill should 
not be discharged when due. He says, 44 One of the 
“ writers who has taken the most prominent part in 
44 maintaining the opinion I am here combating, is 
44 Colonel Torrens, who seems to have thought that 
44 he had discovered a characteristic difference between 
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“ the bank-note and the bill of exchange, in saying 
“ that a payment was made once for all from the 
“ moment the seller had received bank-notes from the 
“ buyer ; but that if the buyer made the payment by 

“ a bill of exchange emanating from himself or a third 
“ party, he would nevertheless not be absolved from 

“ the debt until the bill of exchange, having become 
“ due, should have been paid ; in other words, the 

“ bank-note would possess for the discharge of a debt 
“ a special power which would be wanting to this bill 
“ of exchange. The distinction which Colonel Tor- 
“ rens thus draws is not admissible. 

“ It might at once be objected that if the bill of 
“ exchange has been remitted in blank, that is, with- 
“ out the indorsement of the buyer, the seller must 
“ hold himself to be paid, although the bill should 
“ not be discharged when due. But we will set aside 
“ this observation, however strongly it serves to 
“ prove the assimilation of the bank-note to the blank 

“ indorsed bill of exchange.” 
Now the fact here stated does not even in the 

slightest degree invalidate the position that bank¬ 
notes do, and that bills of exchange do not, possess 
the power of final payment. Neither does it even in 
the slightest degree prove the assimilation of the two 
instruments. According to the law of England, and, 
as I believe, according to the usage of the whole mer¬ 
cantile world, it is most rare that the bill of exchange 
is so received by a seller, as to preclude him, either by 
means of the buyer’s endorsement, or otherwise, from 
recovering from the buyer, if the bill be not paid by 

the acceptor, or person primarily liable. 
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M. Chevalier’s assumption that a bill of exchange 
blank indorsed is assimilated to a bank-note, because 
a payment effected by it has the same effect as a 
payment by a bank-note, in absolving the buyer from 
further liability, is altogether erroneous. Instead of 
similarity, there is the widest dissimilarity between 
the two transactions. A payment by a bank-note is 
a full and final payment, not only as respects the 
buyer, but also as respects the seller, the former being 
absolved from all further liability, and the latter re¬ 
ceiving the full equivalent for which he had con¬ 
tracted. Even were it true that a payment made by 
a bill of exchange not indorsed by the buyer, and ulti¬ 
mately dishonoured, should be held to be a final 
payment as regards the buyer, it would as regards 
the seller be no payment at all. He would not have 
received the equivalent for which he had contracted. 
He would have thrown his goods away. From an 
inadvertent, perhaps from a fraudulent, failure on the 
part of the purchaser to comply with the require¬ 
ments of the law in regard to the circulation of bills, 
the vendor would have parted with his property for 
nothing. The transaction would have been the subject 
of a transfer but not of a bond fide purchase; and 
should the purchaser who obtained property in ex¬ 
change for an instrument made valueless by his own 
neglect to fulfil the requirement of law, be an honest 
man, he would indemnify the vendor by a bond fide 

payment in coin or in bank-notes. 
In seeking to prove the assimilation of the bank¬ 

note to the blank indorsed bill of exchange, M. 

Chevalier has failed to recognise the facts that Bank 
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of England notes are by Act of Parliament legal 
tender; that they constitute exclusively the note 

circulation of the London money market; that 
London is the central money market, not only of 

the United Kingdom, but to no inconsiderable ex¬ 
tent of the continent of Europe and of the com¬ 
mercial world; and that all bills of exchange, 
whether domestic or foreign, drawn upon or ac¬ 

cepted by London houses, are finally paid in Bank 
of England notes, or by transfers of deposits, repre¬ 
senting, indifferently, Bank of England notes and 
coin. 

The line of demarcation between provincial bank¬ 
notes and bills of exchange is not so broad as between 
Bank of England notes and bills of exchange, inas¬ 
much as provincial notes are not legal tender. Never¬ 
theless, there is no assimilation between provincial 
notes and bills of exchange blank indorsed. The 
vendor who accepts payment in the notes of a pro¬ 
vincial bank, while that bank is solvent, receives 
an actual and full equivalent which he cannot lose 
unless he should, through his own neglect, have de¬ 
layed to demand payment until after the bank had 
become insolvent. The receivers of the notes of a 
provincial bank, which does not stop payment until 
after they have had reasonable time to present the 
notes for payment, obtain, as far as the payers of the 
notes are concerned, the fulfilment of their contract, 
and cannot suffer loss except through their own sub¬ 
sequent and wilful neglect. M. Chevalier will not fail 
to perceive that, in so far as regards the practical 
operations of the two instruments, under the law and 
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usage of the English money market, there can be no 
assimilation between provincial bank-notes and bills 
of exchange blank indorsed. 

Mr. J. S. Mill concurs with M. Chevalier in deny¬ 
ing to bank-notes the character of money, and in 
placing them with bills of exchange in the common 
category of credit. It would have been scarcely 
reasonable to expect, that the eminent French econo¬ 
mist should have attained a perfect mastery of the 
usages and laws of the English money market. It is 
otherwise with respect to our own distinguished logi¬ 
cian. Those who had hailed with deserved admira¬ 
tion his earlier publication, ‘ On Unsettled Questions 
‘ in Political Economy,’ will have read, with a species 
of melancholy disappointment, the chapter on the 
Regulations of Currencies in his more recent publica¬ 
tion, ‘ On the Principles of Political Economy.’ 

Mr. Mill, while failing with M. Chevalier to recog¬ 
nise the fact, that Bank of England notes have been 
made legal tenders, and monetised by Act of Par¬ 

liament, concurs with him in denying to bank-notes 
the properties of money; and in classing them in 
common with bills of exchange in the category of 
credit. He adopts this classification, not upon the 
ground that bills of exchange possess, equally with 
bank-notes, the power of closing transactions, but 
upon the ground that they possess, equally with bank¬ 
notes, the power of influencing prices. He says:— 

“ Some high authorities have claimed for bank- 
“ notes, as compared with other modes of credit, a 
“ greater distinction in respect to influence on price 
“ than we have seen reason to allow:—a difference, not 
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“ in degree but in kind. They ground this distinction 
“ on the fact, that bank-notes have the property in 
“ common with metallic money, of finally closing the 
“ transactions in which they are employed; while no 
“ other mode of paying one debt by transferring 

“ another has that privilege.” 
In this passage Mr. Mill does not controvert, but, 

on the contrary, appears fully to admit the facts, that 
bank-notes do, and that bills of exchange do not, 
possess the power of finally closing engagements. 
Neither does he controvert the position, that the 
power of finally closing engagements is an essential 
attribute of money. He does not touch—he does not 
even approach—the argument he undertakes to refute. 
That argument, expressed in the syllogistic form 
he so zealously defends, runs thus: all instruments of 
exchange which law or usage has invested with the 
power of finally closing engagements are money: bank¬ 

notes are both by law and by usage invested with 
this power: therefore bank-notes are money. The 
eminent logician will scarcely hesitate to admit, that 
in dealing with this argument, it was incumbent upon 
him to show, either that the power of finally closing 
engagements is not an attribute of money, or that 
bank-notes have not been by law and usage invested 
with that power. He does neither. He passes to 
propositions, which, whether true or false, have no 
bearing upon the question at issue. He says, the 
authorities to whom he is opposed, “ claim for bank- 
“ notes, as compared with other modes of credit, a 
“ greater distinction as regards influence on price than 
“ we have seen reason to allow.” But distinction as 
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regards influence on price is not that for which his 
opponents contend. What they contend for is, dis¬ 
tinction as regards power of finally closing engage¬ 
ments, and this essential distinction Mr. Mill has seen 
no reason to disallow. On the contrary, he appears 
to regard it as an admitted fact. 
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CHAPTER II. 

ON THE DISTRIBUTION AND EQUILIBRIUM OF THE 
PRECIOUS METALS. 

Immemorial usage has rendered the precious metals 
the universal medium of exchange—the money of the 
world. They are so distributed throughout commer¬ 
cial countries, that each country commands a share 
proportionate to its relative wealth. But the compa¬ 
rative wealth of different countries is subject to con¬ 
stant variations, from temporary as well as from 
permanent causes ; and every such variation, whether 
it proceed from a permanent or from a temporary 

cause, is followed by a transmission of the precious 
metals from the countries which may have suffered a 
comparative diminution, to those which may have ac¬ 
quired a relative increase of wealth, until the propor¬ 
tion between the quantity of money and the quantity 
of commodities is equalized in all. A distinct and 
accurate perception of the manner in which this equa¬ 
lization is effected is most essentially necessary to a 
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right understanding of the several important ques¬ 
tions connected with the regulation of the circulating 
medium. 

When the precious metals are distributed through¬ 
out commercial countries in proportion to their com¬ 
parative wealth, commerce becomes a trade of barter, 
and no transmissions of specie are required. Now 
the question which presents itself on the threshold of 
inquiry is, “ what are the circumstances which cause 
“ the value of the commodities exported, to be so 
“ exactly equal to the value of the commodities im- 
“ ported, as to supersede the employment of the 
“ precious metals in effecting international payments ?” 
If we can arrive at a correct solution of this threshold 
question, we shall be enabled to disentangle most of 
the intricacies in which the principles of monetary 
science have been involved. 

From the ever-operating principle of self-interest, 
foreign debts are invariably paid in the cheapest 
medium. When a merchant liquidates a foreign obli¬ 
gation by an exportation of commodities, he does so 
because, under the actual circumstances, commodities 
are the cheapest medium; and, when he effects the 
liquidation by a transmission of specie, he does so 
because, under the actual circumstances, specie is the 
cheapest medium. The ultimate question for solution, 

therefore, is, what are the actual circumstances which 
determine whether a foreign payment can be more 
advantageously effected by the exportation of commo¬ 
dities, or by the transmission of specie ? Now, the 
only answer which can be given to this question is, 
that the determining circumstances are, comparative 
prices. When a British commodity will sell in the 
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American market for a greater quantity of gold than 
that by which it can be purchased in England and 
conveyed to America, it amounts to a self-evident 
proposition, that a debt due from England to America 
can be more cheaply liquidated by an exportation of 
such commodity than by a transmission of gold. It 
is equally self-evident that it becomes the interest of 
a British merchant to effect a payment in A merica by 
a transmission of gold, rather than by an exportation 
of commodities, when, from a rise of prices in England, 
or from a fall of prices in America, a British com¬ 
modity sells in the American market for a less quantity 
of gold than that required to purchase it in England 
and convey it to America. 

It may be laid down as a principle universally true, 
that the precious metals will not be imported, unless 
their value, in relation to the commodities which are 
the subjects of international exchange, be greater in 
the importing than in the exporting country; and con¬ 
versely, that they cannot be exported, unless their 
value, in relation to such commodities, should be less 
in the exporting than in the importing country. 

But although the correctness of this principle ap¬ 
pears to be universally admitted when applied to the 
precious metals, regarded as commodities, yet its cor¬ 
rectness is not unfrequently denied, when applied to 

the precious metals, regarded as money or currency. 
It is occasionally affirmed, even by persons who pre¬ 
tend to scientific accuracy, that although the precious 
metals, regarded as commodities, cannot be exported 
unless their value in relation to domestic commodities 
should be less than their value in relation to foreign 
commodities, yet these same metals, while circulating 



30 DISTRIBUTION OP 

as money or currency, may be exported when their 
value in relation to domestic commodities is not less 
than their value in relation to foreign commodities. 
This is an obvious contradiction of terms—a pure 
absurdity. If an ounce of gold in the form of bullion 
cannot be exported unless its value be less in the ex¬ 
porting than in the importing country, an ounce of 
gold, of equal fineness, when coined into 3/. 17s. 10id, 
cannot be exported unless its value in the exporting 
be less than in the importing country. 

The value of commodities, in relation to the precious 
metals, is denominated their price. The price of an 
article, equal in value to an ounce of gold, is the 
number of pieces into which an ounce of gold may be 
coined. By the regulations of the British Mint, an 
ounce of gold is coined into 3/. 17s. 10id So long 
as the coin is of standard weight and fineness, is 
charged with no seignorage, and subjected to no restric¬ 
tion on exportation, an ounce of gold and 3/. 17s. 10id 
must be identical quantities and identical values ; and 
so long as the currency shall be maintained at its 
bullion value, there can be no influx or efflux of 
money into, or out of, any one particular country, 
unless there should be in that country a rise or a fall 
of relative prices, above or below the ordinary level 
at which the international exchange of commodities 
settles to a trade of barter. 

The foregoing explanations will enable us to trace 
the exact process through which the alterations which 
occur, from time to time, in the relative wealth of the 
different countries of the world, lead to corresponding 
alterations in the distribution of the precious metals. 
The equilibrium to which the precious metals have a 
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constant tendency to conform is subject to temporary 
disturbance when any one nation advances more 
rapidly than others in wealth and industry. A n in¬ 
crease of productive power in England, unaccompanied 
by a corresponding improvement in other countries, 
would enable her to command a greater proportion 
than before of the money of the world. The process 
would be as follows :—The diminution in the cost, and 

the increase in the quantity of her perculiar commo¬ 
dities, would reduce their value in relation to gold, 
or, in other words, would raise the value of the cur¬ 
rency, in relation to domestic commodities ; the fall in 
the price of her productions would increase the demand 
for them in foreign markets; the rise in the value of 
her currency would render gold the cheapest medium 
in which foreigners could pay for their increased im¬ 
portations ; and the metals would flow in, until 
England had acquired that additional share of the 
money of the world which had become due to her 
superiority in industry and wealth. 

A similar alteration in the previously existing dis¬ 
tribution of the precious metals would have been 
occasioned had the industry and wealth of England 

remained stationary while those of other countries 
declined. In this case the diminution in the quantity 
of commodities in foreign countries would cause the 
supply of commodities to bear a less proportion to the 
supply of money in such countries than in England; 
the value of their currency would fall, or in other 
words, their prices would rise, and the precious metals 
would be rendered the cheapest medium in which they 
could effect their payments, until their command of 
the money of the world should be diminished in 
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proportion to the diminution of their comparative 

wealth. 
The prices of commodities, or in other words, the 

value of money, in relation to commodities, depends 
upon the relation between the quantity of money and 
the quantity of commodities. This relation is liable 
to variation from two several causes, namely, 1st, by 
an increase or a diminution in the quantity of money, 
while the quantity of commodities remains the same; 
and 2nd, by an increase or a diminution in the quan¬ 
tity of commodities, while the quantity of money re¬ 
mains the same. There is a difference, however, in 
the operation of these causes, which it is important to 
notice and to bear in mind. When the quantity of 
money is increased or diminished, the alteration in the 
value of the currency affects all commodities equally, 
and raises or lowers their prices universally. But 
when the quantity of commodities is increased or 
diminished, the alteration in the value of the currency, 
in relation to commodities, does not affect all commo¬ 
dities alike, and does not raise or lower their prices 
universally and equally; because an increase or a 
diminution in the quantity of the aggregate mass of 
commodities does not affect all the several articles 
constituting that mass in the same proportions. 

Vicissitudes in the productiveness of the seasons are 
the most frequent causes of those sudden and tempo¬ 
rary alterations in the relative abundance of commo¬ 
dities, and, by a necessary consequence, of those 
alterations in the relative value of currencies, through 
the operation of which an altered distribution of the 
precious metals is induced. W7hen the harvest is 
above the average, the quantity of commodities bears 
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a greater proportion than ordinary to the quantity of 
currency; and when the harvest is below the average, 
the supply of commodities bears a less proportion to 
the supply of money than before. A moment’s con¬ 
sideration will convince us that the value of the cur¬ 

rency will be increased in the former case, and lowered 
in the latter. 

Let us assume, for the sake of giving precision and 
distinctness to our perceptions, that one half of the 
money incomes of the community is expended on the 
productions of the soil, and the other half upon manu¬ 
factured goods; and that an unfavourable season has 
reduced the quantity of agricultural produce by one- 
half. It is self evident that in this case the value of the 
money incomes of the community, in relation to the 
aggregate quantity of commodities, would be reduced. 
If half of the incomes of the community continued to 
be expended on the same quantity of manufactured 
goods, and half on the reduced quantity of agricutural 
produce, the prices of manufactured goods would re¬ 
main unchanged, while the price of any given quantity 
of produce would be doubled; and consequently the 
same amount of currency which had previously pur¬ 
chased two bales of cloth and two quarters of corn, 
will now purchase only two bales and one quarter. 
Thus although the value of currency, in relation to 
one portion of commodities, would remain unchanged, 
yet as its value in relation to the other portion would 
be diminished one-half, its value in relation to the 
aggregate mass of commodities must also be dimi¬ 

nished. 
When a diminution occurs in the supply of articles 

of first necessity, their prices are raised in a greater 
n 
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proportion tlian that in which their quantities are re¬ 
duced. If the supply of corn were diminished one- 
half, the community would be compelled to expend a 
greater portion of their incomes upon the half than 
they had previously expended on the whole; and if 
they expended more upon food, they would have less 
to expend upon the commodities, the quantities of 
which had not been diminished by the deficiency in 
the crops, and consequently the prices of such commo¬ 
dities would fall. But the proportion in which the 
value of the currency would be raised, in relation to 
the commodities which had not been diminished in 
quantity, would be less than the proportion in which the 
value of the currency would be reduced, in relation to 
the commodity which had been diminished in quantity; 
and as the necessary consequence, the value of the 
currency would be reduced in relation to the aggregate 
mass of commodities. For example:—If before the 
quantity of corn had been diminished one-half the 
price of corn had been 21. per quarter, and that of 
cloth 21. per bale; and if, on the diminution of the 
supply, the price of corn should rise to 4/. 10s., while 
from a diminution in the demand for cloth, consequent 
upon the increased price of corn, the price of cloth 
should fall to 11. 15s. per bale, then the merchant who 
had before obtained 100 quarters and 100 bales for 
400/., could now obtain only 50 quarters and 100 
bales for that sum, giving 225/. for his 50 quarters, 
and 175/. for his 100 bales. 

When a given sum in the currency will purchase a 
less quantity of the aggregate mass of commodities 
circulating in the country, it amounts to a contradic¬ 
tion of terms to say that the value of the currency has 
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not fallen, because, as regards some of the articles 
constituting that mass, there may have been not a 

rise, but even a fall of prices. Were the quantities of 
all commodities to be increased or diminished in the 
same proportion, while the quantity of money remained 
the same, prices would fall or rise universally and 
equally, on the same principle upon which prices fall 
or rise universally and equally when the quantity of 
money is diminished or increased, while the quantities 
of all commodities remain the same. But when, the 
quantity of money remaining the same, the quantities 
of commodities are increased or diminished in unequal 
proportions, the fall or rise of prices, although still 
universal, will be unequal. And when, the quantities 
of other commodities remaining the same, a diminu¬ 
tion in the quantities of commodities of first necessity 
causes their prices to rise in a greater proportion than 
that in which their quantities are diminished, the price 
of the aggregate mass will rise, while the price of 
portions of that mass declines. But these inequalities 
form no exception to the principle, that variations in 
the quantity of commodities, while the quantity of 
money remains the same, cause alterations in the 
value of the currency, analogous to, although not 
identical with, those which result from variations in 

the quantity of money, while the quantity of commo¬ 
dities remain the same. 

It may materially contribute to a clear understand¬ 
ing of some of the controverted points regarding the 

regulation of the currencv, if we will trace the effects 
which would be produced by the discovery of an 
English mine from which we could obtain gold at a 
less cost of labour than that which is required for the 
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production of the commodities with which we purchase 
the gold of other countries. On the discovery of such 
a mine, the currency of England would be lowered in 
value, in consequence of the increased quantity of gold 
brought into circulation, and would therefore be no 
longer of the same value as the currencies of other 
countries. Gold, whether in coin or in bullion, obey¬ 
ing the law which regulates all other commodities, 
would immediately become an article of exportation; 

it would leave the country where it was cheap, for 
those countries where it was dear; and it would con¬ 
tinue to do so until its value in other countries should 
be reduced to an equality with its value in England, 
plus the cost of transit. But the effect could not 
end here. The fall in the value of English currency, 
in relation to foreign currencies, would check the ex¬ 
portation of commodities. In England the cost of 
production, as estimated in money, would be increased 
in a greater proportion than in other countries. Fa¬ 
brics, in the preparation of which the foreign producer 
had been nearly or quite on an equality with the 
British, would become as cheap, or cheaper, in the 
foreign than in the British market. A portion of the 
labour and capital of the country would receive a new 
direction; and although there might be no diminution 
in the aggregate wealth of the nation, yet the increased 
prosperity of the mining districts would be accompa¬ 
nied by some decline in the prosperity of the manu¬ 
facturing districts. 

It will be apparent, that the temporary effects pro¬ 
duced by the first introduction of arrangements for 
economizing the use of money are strictly analogous 
to the permanent effects which would result from the 
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discovery of mines, from which gold could be pro¬ 
duced by a less quantity of labour than that which 
produces the commodities with which gold is at pre¬ 
sent purchased. 

Banks of deposit, like the former bank of Amster¬ 
dam, and the present bank of Hamburgh, exercise no 
influence on the distribution of the precious r metals. 
The utility of such establishments consists in the con¬ 
venience of employing bullion certificates, or notes, 
instead of metal, and in the avoidance of the expense 
attendant on the manufacture, the transmission, and 
the abrasion of coined money. But banks of deposit 
and discount, like the banks of England, while secur¬ 
ing these advantages, have the further effect of disen¬ 
gaging a large portion of the bullion which would be 

retained as dead stocks in the coffers of banks of mere 
deposit. Now the bullion which may from time to 
time be disengaged through the operation of these 
banking arrangements, by which money is economized, 
has a temporary effect upon the circulation and the 
export trade of a country, strictly analogous to the 
permanent effects which would result from an equal 
supply of gold obtained from a domestic mine of 
superior fertility. 

Before the establishment of banks, each individual 
was compelled to keep in his own drawers a reserve 
of cash sufficient to meet the pecuniary demands upon 
him. After the establishment of banks, the greater 
part of these reserves were deposited in their coffers, 
and payments were made by cheques drawn against 
deposits. An important saving was thus effected. 
When two or more persons keep their cash with the 
same banker, their dealings with each other, however 
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extensive, are conducted not by transfers of money 

from hand to hand, but by transfers of credits in the 

books of the bank. An analogous saving, though to a 

less extent, is secured when persons having dealings 

with each other keep their deposits of cash with dif¬ 

ferent bankers. In this case, each separate banker, 

while he pays to the others the amount of the drafts 

drawn by his customers in favour of theirs, receives 

from them the amounts drawn by their customers in 

favour of his. By this interchange, transactions of 

great magnitude may be finally adjusted by the pay¬ 

ment of inconsiderable balances in cash. 

Under these arrangements a part, generally esti¬ 

mated at about one-third of the cash deposited with 

banks, becomes sufficient to effect the same amount of 

payments previously effected by the whole. The 

other two-thirds are not permitted to lie unemployed 

and unproductive in the coffers of the banks. They 

are advanced upon securities bearing interest, or are 

lent out as capital, and thus returned into the chan¬ 

nels of circulation. But in these channels they cannot 

remain. When the whole of the cash deposited with 

the banks was retained in their coffers, the currency 

would have been at the level determined by the law 

of metallic equilibrium. The reserve of one-third 

now performs all the functions which were previously 

performed by the whole; and the disengagement of 

the other two-thirds causes an- exportation of treasure 

as certainly as if an equal amount of gold had been 

supplied from a domestic mine. 

This process may be thus explained. Let us assume 

that in any particular district the cash deposited with 

the banks is 6,000,000/., and that the bankers dis- 
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count bills to the amount of 4,000,000/. for a new 

set of customers, who, like the first, keep their cash 

with the banks. The deposits against which cheques 

payable upon demand may be drawn, and which had 

been originally represented by 6,000,000/. of coin, 

will now be represented by 6,000,000/. of coin, and 

4,000,000/. of book-credits. The 6,000,000/. of coin 

in the coffers of the banks now perform the functions 

which it would have previously required a circulation 

of 10,000,000/. to perform. But before the creation 

of this increased efficacy, the currency of the district 

was at its natural level. Above that level it cannot 

be maintained. This economy in the use of money 

causes the currency to bear a higher proportion to 

commodities than in the neighbouring districts, and 

as a necessary consequence, the prices of commodities 

will be higher than in other districts. Imports will 

exceed exports, until the withdrawal of 4,000,000/. of 

specie from the banks restores the equilibrium by 

reducing the coin to 2,000,000/., and by thus com¬ 

pelling the banks to protect their coffers by contracting 

the discounts to 4,000,000/. The deposits which had 

been originally represented by 6,000,000/. in coin 

will now be represented by 2,000,000/. in coin and 

4,000,000/. in book-credits. The district will obtain 

the important advantage of having 4,000,000/. of 

capital, which had lain unproductive in the coffers 

of the banks, exchanged for commodities capable of 

being reproductively employed. 

The marked increase which takes place in the active 

capital and wealth of the districts in which banks of 

deposit and discount are for the first time established, 

has led to very exaggerated opinions regarding the 
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nature and extent of the advantage which such esta¬ 
blishments have power to confer. The advantage 
consists in nothing more than the liberation for repro¬ 
ductive employment of that portion of capital which 
would otherwise be locked up in private drawers, for 

the purpose of providing for occasional payments; 
and the extent of the aid which can be thus afforded 
to active industry is strictly limited to the advance 
of that portion of the money capital deposited 
with bankers, which may exceed the amount of the 
reserves required for meeting their occasional pay¬ 
ments. Any advances beyond this proportion of the 
money capital at their disposal would endanger 
the safety of their establishments. To recur to our 
former example:—If the bankers of a district, after re¬ 
ceiving deposits of specie to the amount of 6,000,000/., 
were to grant book-credits to other parties to the whole 
of that amount, these other parties would become 
equally entitled with the depositors to draw cheques 
payable on demand against the credits standing in 
their names. The book-credits at the disposal of the 
customers of the banks would thus be increased from 
6,000,000/. to 12,000,000/. But as the proportion 
between the medium of exchange and commodities 
previous to this enlargement of credit was the same 
in this as in the surrounding districts, the whole 
6,000,000/. of specie in the coffers of the banks would 
be withdrawn and sent out of the district before the 
monetary equilibrium could be restored. No reserves 
for immediate payment would remain. Transactions 
between the customers of particular banks might be 
adjusted by transfers of book-credits, but the first 
drafts presented for payment by parties not keeping 
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tlieir cash with the banks would reduce these esta¬ 
blishments to insolvency. While the banks were 
reducing their reserves of treasure, the conversion of 
these reserves into active capital would have pre¬ 
sented a deceptive appearance of increased pros¬ 
perity, to be inevitably succeeded by a calamitous 
revulsion. 

It will be apparent from the preceding illustrations, 
that the maintenance of a purely metallic currency 
can afford no security against the evils incident upon 
the over-trading of banks of deposit and discount. 
As often as these establishments make advances and 
open book-credits to an amount exceeding that which 
their customers would keep in their private drawers 
if there were no banks in existence, they cause the 
circulation to bear a greater proportion to commodi¬ 
ties than in other countries, and induce an exportation 
of the precious metals until that proportion is equal¬ 
ized. And as often as such over-trading on the part 
of banks of deposit and discount gives an increased 
activity to industry, the fictitious prosperity is suc¬ 
ceeded by a period of reaction and decline. 

Banks of issue produce effects analogous in kind, 
but greater in degree, than those resulting from banks 
of deposit and discount. The benefit they confer 
consists in the liberation, for the purposes of direct 
reproduction, of a portion of capital which, without 
their intervention, would be required for effecting ex¬ 

changes. The extent of the benefit is limited to the 
amount of the saving which can be safely effected by 
the substitution of bank-notes for coin; and the draw¬ 
back which accompanies the advantage consists in the 
occasional revulsions and panics which occur as often 
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as the issuing banks fall into the error of increasing 
the mixed currency of coin and notes beyond the 
amount to which, under the law of equilibrium, a 
purely metallic currency would conform. Let us 
again recur to our former example, in order to trace, 
with distinctness and precision, the modus operandi by 
which these results are produced. 

It is premised that, previous to the substitution of 
bank-notes for coin, the circulating medium of a par¬ 
ticular district was in equilibrium with external 
currencies when it consisted of 6,000,000/. of coin in 
the hands of the public, and of 6,000,000/. of deposits, 
represented by 2,000,000/. of coin and 4,000,000/. of 

book-credits. This being the previous state of things, 
we will assume that the banks become banks of issue, 
and that the bankers commence their new operation 
by issuing 2,000,000/. of notes. A part of these 
notes, say one-half, or 1,000,000/., would pass into the 
hands of persons not keeping cash with bankers; 
while the other half would be returned as deposits by 
the customers of the banks. The circulating medium 
of the district will now consist of 7,000,000/. of 
coin and notes in the hands of the public, and of 
7,000,000/. of deposits, represented by 2,000,000/. of 
coin, and 5,000,000/. of book-credits, (or should the 
previous proportions between reserve and book-credits 
be retained) of reserve coin, 2,000,000/., notes, 
333,333/., and of credits, 4,333,333/. 

This increase in the efficacy of the circulation from 

12,000,000/. to 14,000,000/. will be strictly analogous 
to that which would have been effected had the bankers 
discovered in their vaults mines from which 2,000,000/. 
of gold could be extracted, with as little cost as that 
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of manufacturing the same amount of notes. In either 
case the monetary equilibrium would be equally dis¬ 
turbed, and in either case it would be equally restored 
by the expulsion of coin. Had 2,000,000/. of gold 
been discovered, the excess would have flowed off 
into external markets, as certainly as water finds its 
level; and just as certainly had 2,000,000/. of notes 
been thrown into the channels of circulation, 2,000,000/. 
of gold would have flowed out. After a brief interval 
of redundancy, the circulating medium of the district 
would subside to its original level of 12,000,000/. 
It would now consist of 5,000,000/. of coin, and 
1,000,000/. of notes in the hands of the public, and of 
deposits of 6,000,000/. represented by 1,000,000/. of 
coin, 1,000,000/. of notes, and 4,000,000/. of book- 
credits; 2,000,000/. in coin and notes being held as 
banking reserve for paying the drafts drawn against 
6,000,000/. of deposits. A second third and fourth 
emission of notes, to the amount of 2,000,000/. each 
would expel the remaining 6,000,000/. of gold. The 
whole of the circulating medium of the district would 
now consist of notes and of deposits represented by 
and payable in notes. The banks would have 
the same power as before of issuing an additional 
2,000,000/. in discount, or in the purchase of secu¬ 
rities; but the additional issue would be speedily 
returned upon them in exchange for gold, to meet 

the adverse balance of external payments which a 
currency redundant in relation to external currency 
is certain to induce. Their reserves of gold would 
now be wholly exhausted. Nevertheless, if the con¬ 
cealment of their position prevented their credit from 
being shaken, and if the external exchanges ceased to 
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be adverse, they might continue for some time upon 
the verge of insolvency without an actual suspension 
of payments. For no increase of internal transactions 
amongst their customers could bring their solvency to 
the test, so long as such transactions should be ad¬ 
justed by transfers of credits in their books. Neither 
could any increase of external trade test the solvency 
of the banks, so long as the external drafts which they 
had to pay should continue to be balanced by those 
they had to receive. But upon the first occasion upon 
which an increase of imports, or a decrease of exports, 
or a suspicion of the hazardous reality, should create 
a demand for gold, the whole banking system of the 
district would at once break down. 

So long as the precious metals continue to gravitate 
to a common level throughout the commercial world, 
so long will it continue to be impossible to retain in 
circulation an amount of convertible paper greater 
than that of the coin which it displaces; and so long 
will it be equally impossible that a mixed currency of 
coin and convertible paper should exceed, except 
during brief periods of transition, the amount to which 
a purely metallic currency would conform. And it is 
only to re-affirm these principles, in another form of 
words, to say, that all the several causes which would 
lead to an expansion or a contraction of the currency, 
were it purely metallic, must lead to an exactly similar 
expansion and contraction, when it consists of coin and 
convertible notes. 

If, then, jtliese principles be true—and the evidence 
of their truth would appear to be involved in their 
bare enunciation—we shall at once see that writers on 
the theory of money fall into a complete misconception 
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of the facts when they contend that a convertible 
bank-note circulation cannot be issued in excess, and 
reduced in value, so long as its immediate convertibi¬ 

lity is maintained. It is no doubt true that the value 

of immediately convertible notes cannot be reduced 
below that of the coin which they represent. But, 
then, an excessive issue, by rendering the whole cur¬ 
rency redundant, reduces the value both of the coin 
and of the notes. When a purely metallic currency 
has been previously at par with foreign currencies, the 
discovery of more fertile domestic mines would render 

it relatively redundant, until reduced to the common 
level by an exportation of treasure. On the self-same 
principle, an issue of an additional amount of conver¬ 
tible notes, at a time when the currency is at par with 
foreign currencies, renders it relatively redundant, and 
lowers the value of its component parts—of coin, no 
less than of notes—until a drain upon the coffers of 
the issuing banks compels them to withdraw the com¬ 

parative excess. ‘ 
A similar misconception of the real facts at issue is 

involved in the proposition so frequently advanced, 
that convertible paper cannot become redundant, so 
long as it is issued in amounts not more than sufficient 
to meet the demand. The demand for currency is 
insatiable; it grows on what it feeds. There is no 
conceivable amount of circulation that it may not 
readily absorb. Were the gold-mines of the world to 
become so prolific as to reduce the value of gold to 
that of silver, the amount of the currency would be in¬ 
creased fifteen-fold; but as it would require about 
fifteen sovereigns to purchase the same quantity of 
any article which is now purchased by one, the com- 
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mercial demand for the greater amount would be as 
effectual and complete as it now is for the less. If a 
country could be excluded from all external inter¬ 
course, in conformity with the policy adopted by Dr. 
Francia in Paraguay, its currency, however increased 
in volume, could never overflow the ever-enlarging 
channels of circulation. Redundancy of currency is a 
relative term. It has no reference to—it cannot be 
predicated of—the universal money of the world. Its 
real, its only import is, that the circulating medium 
bears a greater proportion to commodities and tran¬ 
sactions in the particular country referred to than in 
other countries. In any particular country a currency 
purely metallic may become redundant, although its 
amount should be decreasing, and its value in relation 
to commodities increasing, provided the value of 
foreign currencies in relation to the same commodities/ 
should be increasing in a greater proportion. And, 
conversely, a local currency may become deficient 
even while increasing in amount and decreasing in 
value, provided the amount of the general currency 
of the world should be increasing in a higher ratio. 

In this relative sense—the only sense in which the 
term redundancy of currency can be accurately applied 
-—a convertible paper currency may become redundant 
from various causes, although issued upon the most 
approved commercial securities to meet a commercial 
demand. Although the circumstances which give 
occasion to redundancy of the currency have been 
already indicated, it may be expedient to enumerate 
them more specifically. 

1st. When, from a deficient harvest, the proportion 
between the quantity of commodities and the amount 
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of the circulating medium becomes less in any parti¬ 
cular country than in other countries, the currency of 
that country, although not increased in actual amount, 
is rendered relatively redundant. And should the 
currency consist of convertible paper, the issue of such 
paper, upon whatever securities, or however urgently 
demanded, would be an excessive issue, leading, 
sooner or later, to inevitable contraction, more abrupt 
and calamitous the longer it should be delayed. 

2nd. When, from a decrease in the efficacy of 
domestic industry, or from an increase in the efficacy 
of foreign industry, a country is unable to command 
so large a share of the precious metals as before, her 
local currency becomes redundant, until the efflux of 
treasure diminishes her share of the universal currency 
of the world in proportion to the diminution of her 
comparative wealth. In this, as in the former case, 
the contraction of a convertible note circulation would 
be inevitable, and the longer the contraction should 
be delayed the more aggravated the monetary pressure 
would become. 

3rd. As more effectual arrangements for economiz¬ 
ing money are introduced—as the number of banks 
of deposit and discount is increased—as a greater pro¬ 
portion of the population adopts the practice of em¬ 
ploying bankers—and as increasing population and 
improved means of communication give occasion to a 
more frequent adjustment of interbanking balances, a 
less amount of currency is required for the completion 
of the same amount of transactions as before. The 
occurrence of an}^ one of these several causes, if 
operating to a greater extent than in other countries, 
renders a portion of the currency redundant, and leads 
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to an efflux of gold, and a contraction of the bank¬ 
note circulation. 

4th. Under a high state of commercial confidence, 
manufacturers, merchants, and dealers deem it safe to 
keep a less amount of cash with their bankers; while 
bankers are disposed to discount more freely, and to 
increase the book-credits against which their customers 
may draw. Now this increased economy in the use of 
money renders the proportion which the medium of 
exchange bears to commodities greater in the home 
than in foreign markets; or, in other words, renders 
the currency redundant. Under these circumstances, 
a portion of the bank-note circulation would be re¬ 
turned on the issuers in exchange for bullion for ex¬ 
portation. There would be a high speculative range 
of prices, and an adverse exchange, while the currency 
was in a course of contraction. 

5th. A diminution of commercial confidence would 
be followed by opposite results. Merchants and 
dealers would deem it prudent to increase their 
balances with their bankers; and bankers to increase 
their resources and diminish their advances. This 
contraction of the banking arrangements, by which 
the efficacy of money is increased, would cause the 
medium of exchange to bear a less proportion to 
commodities than in other countries. Commodities 
would be exported in exchange for gold. There 
would be a favourable exchange, and a low scale of 
general prices, with an expansion of the currency. 

To conclude: the amount of a convertible paper 
currency, which it is practicable to retain in the 
channels of circulation, cannot exceed the amount of 
the coin which would remain in these channels were 
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the currency wholly metallic. The bank-note circu¬ 
lation becomes redundant, when its amount exceeds 
the amount of the coin which would remain in circu¬ 
lation were there no bank-notes in existence. Con¬ 
tractions and expansions of the bank-note circulation 
supply no test of deficiency or of excess ; inasmuch as 

the same amount of notes which would be deficient 
under one set of circumstances may, upon an -altera¬ 
tion of these circumstances, become redundant. The 
withdrawal of bullion from the banks of issue, for the 
purpose of effecting foreign payments, is the only 
certain test of a redundant circulation. 

In this brief exposition of the leading principles of 

currency and banking, I have not deemed it necessary 

to refer specifically to the several authorities from 
which they are derived. Those who are desirous of a 

fuller and more scientific elucidation of these important 
principles, I must refer to the works of Adam Smith 
and of Ricardo ; to Mr. M‘Culloch’s note upon money 
appended to his most valuable edition of the Wealth 
of Nations; to the lucid and original publications 
of Lord Overstone; to a volume enunciating the 
soundest principles, published by Mr. Norman in 
1837 ; and to a volume embodying and advocating all 
the principles upon which the Act of 1844 is founded, 

published by Mr. Tooke in 1826. 
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CHAPTER III. 

ON THE ORIGIN, OBJECT, AND OPERATION OF THE ACT 
OF 1844. 

The question regarding the renewal or repeal of the 
Bank Charter Act of 1844 will be brought under the 
consideration of Parliament, for final decision, in the 
course of the present session. It is therefore of the 
highest importance, that the public should have a 
clear and distinct perception of the objects which that 
Act was intended to accomplish ; of the results which 
it has actually produced; and of the consequences 
which its abolition would involve. The acquisition 
of accurate knowledge on these several points becomes 
the more indispensably necessary, because there has 
existed, even amongst intelligent and well-educated 
persons, an extraordinary contrariety, a perfect chaos 
of opinion, regarding the measures which ought to be 
adopted, for the future regulation of the currency. 
The merchants, bankers, and traders, who signed the 
London petition, pray for a relaxing power and a 

double standard. The Glasgow Chamber of Com- 
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merce require an expansion of the circulation by the 

issue of one-pound notes by the Bank of England. 
Mr. Tooke and his followers, while denouncing the 
existing law without suggesting any definite substi¬ 
tute, repudiate the double standard and the one-pound 

note. Mr. Wilson, the able and indefatigable editor 
of the ‘ Economist,’ while regarding Mr. Tooke as 
the first philosopher of the age, and denouncing the 
principles of the Act of 1844, scandalises his master 
by proposing that these same principles shall be so 
extended as to embrace a one-pound note circula¬ 
tion, to the amount of 30,000,000/. The accom¬ 
plished and eloquent author of the ‘ History of the 
French Revolution,’ and his admirers, would furnish 
us with paper money, of which the standard should 
be, not a definite quantity of gold, but the indefinite 
quantity of the paper money itself, which might con¬ 
stitute the market price of a definite quantity of gold. 
The economists of the Birmingham school recommend 
the more intelligible course of altogether dispensing 
with the incumbrance of a standard; while Lord 
Ashburton, whose opinions must ever be received 
with respectful consideration, would have escaped 
from the periodical revulsions resulting from an ill- 
regulated paper currency, by causing the whole of our 

bank-note circulation to be issued against bullion held 
in deposit, as in the case of the Bank of Hamburgh.— 
The principles of monetary science, as they were pro¬ 
pounded by Adam Smith and Mr. Ricardo, and as 
they have been extended and applied by Lord Over¬ 
stone and Mr. Norman, present a clue by the guidance 
of which we may hope to wind our way through the 

mazes of this otherwise bewildering labyrinth. 
e 2 
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Origin of the Act of 1844. 

The Act of 1819 declared that the notes of the 
Bank of England should be once more convertible 
into gold, upon demand, at the rate of 3/. 17s. lO^- 
per ounce. But although the law imposed upon the 
directors of the Bank the liability of payment in 
gold, upon demand, it did not give to the public any 
adequate security that the Bank should have the 
means of discharging that liability. The furnishing 
of these means was left to the discretion of the 
directors ; and it was expected that their practical 
knowledge of the causes of the fluctuations in the 
money market would enable them to provide against 
all emergencies, by maintaining a sufficient reserve of 
bullion. The result has proved that, in intrusting 
the convertibility of the currency to the discretion 

of the Bank directors, Parliament committed a 

mistake. 
In 1824 and 1825, a speculative plirenzy per¬ 

vaded the country, which resulted in the contraction 
of foreign loans to the amount of 55,000,000/., and 
in the formation of 626 joint-stock companies, whose 
projects would have required a capital of more than 
372,000,000/. As the inevitable reaction approached, 
the directors of the Bank adopted no timely pre¬ 
caution for the protection of their coders. Although 
the drain from their reserve of gold commenced in 
October 1824, vet it was not until the autumn of the 
following year that the continued abstraction of their 
treasure induced them to contract their issues. The 
contraction had been delayed to so late a period, and 

was now so sudden, particularly amongst the country 
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issuers, that while it arrested the exhaustion caused 
by an adverse exchange, it created a new and more 

unmanageable drain from domestic panic. Credit was 
prostrated; seventy banking establishments were 
swept away in less than six weeks; the gold in the 
Bank was drained out to within a very few thousand 
pounds; and the country was brought “ within a few 
44 hours of a state of barter.” 

Well might the late Lord Liverpool declare, in 
reference to the conduct of the Bank in 1825, 44 that 
44 a system was wanted, which would exclude the 
44 possibility of discredit and bankruptcy, by pre- 
44 venting every individual, or association, from 
44 issuing notes without an adequate guarantee.” 
Every variation in the seasons, and every adverse 
turn of the foreign exchanges, from whatever cause 

arising, furnished additional proof that the Legislature 
had committed a mistake in delegating to the directors 
of the Bank of England the important function of 
providing the means of securing the convertibility of 
the currency. The proof of their utter incapacity 
for the performance of this function reached the cul¬ 
minating point in 1839. The scarcely-credible extent 
of their mismanagement is well described by Mr. 
Tooke, in the third volume of his 4 History of Prices.’ 

From February 1838, to January 1839, the average 
amount of bullion in the Bank was little less than 
10,000,000/., the highest amount being 10,126,000/., 

and the lowest 9,336,000/.; while the average amount 
of liabilities, including circulation and deposits, was 
about 30,000,000/. This was a safe position as re¬ 
garded the public interest, and it ought to have been 
a satisfactory position as regarded the peculiar into- 
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rests of the Bank proprietary. When their stock of 
bullion, yielding no interest, was at the highest 

amount of 10,126,000/., the portion of their circula¬ 
tion, which they had invested in securities, bearing 

interest, amounted to 22,838,000/. But the interest 
upon 22,838,000/. of securities was regarded as an 
inadequate compensation for the loss of interest upon 
10,126,000/. of bullion; and the directors decided 
upon diminishing this loss, by reducing their reserve 
of specie. After lowering the rate of discount from 
5 to 4 per cent., they resorted to the anomalous pro¬ 
ceeding of shipping gold to the United States of 
America. Mr. Tooke might well remark that the 
adoption of this extraordinary course “ forms an 

“ additional instance of the impatience which, as 
“ exhibited on former occasions, the Bank seems to 
“ have felt, whenever there has been an accumulation 
“ of treasure in its coffers, and of its resort to some 
“ unusual effort to get rid of it.” While the directors 
sought to reduce their reserve of treasure below the 
safe proportion to their liabilities, causes were mani¬ 
festing themselves in combined operation, which pre¬ 
sented signals not to be mistaken of an impending 
drain upon their coffers, requiring strong precautionary 
measures of counteraction. Large importations of 
foreign corn; the combination entered into by the 
banks and planters of the United States, for with¬ 
holding the supplies of cotton from the manufacturers 
of this country; and the derangement of commercial 
credit on the continent of Europe, requiring importa¬ 
tions of the precious metals into France, Belgium, the 
interior of Germany, and Russia;—these several 
causes, acting in combination, required on the part 
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of the Bank directors vigilance to perceive the indica¬ 
tions of danger, and promptness and firmness of pur¬ 
pose to apply timely and -effectual precautionary 

measures. And what were the preparations which the 
Bank directors adopted for meeting the coming storm ? 
They are narrated, not by an adverse witness, but 
by the very advocate who has pleaded most strenuously 
for intrusting the management of the circulation to 
the discretion of the Bank. 

u Notwithstanding the increase of securities; not- 
“ withstanding the steady advance in the market rate 
44 of interest; notwithstanding the increasing mani- 
44 festation of the progress of circumstances requiring 
44 counteraction by a reduction, which could now be 
44 effected only by means more forcible and incon- 
44 venient than would have been requisite a few 
44 months sooner ; and above all, notwithstanding that 

44 there had been a diminution of upwards of two 
44 millions of treasure, the Bank, instead of taking 
44 warning, and retracing its steps by a forcible 
4 4 reduction of its securities, actuallv, on the 28th of 
44 February 1839, issued a notice offering advances 
44 to the 23rd of April, on similar securities, at the 
44 same low rate (3^- per cent.), as by the notice of 
44 November preceding. And notwithstanding an 

44 advance was still in progress in the market rate of 
44 interest, with a declining state of our foreign 
44 exchanges, and a consequent increasing drain upon 
44 its treasure, such was the apparent utter uncon- 
44 sciousness on the part of the Bank of approaching 
44 disturbance in the circulation, and still more of 
44 circumstances threatening its stability, that not a 
44 single step appears to have been taken which had 
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“ even the semblance of an attempt at precaution, 
“ until the 16th of May following, when a notice was 
“ issued raising the rate of interest to 5 per cent.”" 

As it could not have been the intention of the 
directors of the Bank of England to create a necessity 
for a suspension of cash payments, their management 
of the currency during the year 1839 appears alto¬ 
gether unintelligible. In May their securities were 
increased from 20,700,000/., their amount in the 
previous December, to 23,500,000/., while their 
treasure was reduced from 9,300,000/. to 5,100,000/. 
In September, the securities had increased to 
25,900,000/., while the bullion had sunk to 2,800,000/. 
A loan of 2,000,000/., obtained from the banks of 
France, averted a suspension of cash payments. 

The exhaustion of the treasure of the Bank of 
England to within a few thousand pounds in 1825, 
the imminent peril to which it was exposed in 1839, 
and its escape from insolvency through the discredit¬ 
able expedient of a loan from France, had now made 
it manifest that, if the convertibility of the bank-note 
was to be maintained, the management of the circula¬ 
tion must be committed to other hands than those of 
the directors of that establishment. A Select Com¬ 
mittee of the House of Commons upon Banks of Issue, 
over which Sir Charles Wood presided with eminent 
ability, was appointed in 1840. The witnesses 
examined before this Committee comprised individuals 
who combined the most extensive practical know¬ 
ledge of the money market, with a perfect acquaint¬ 
ance with the principles of monetary science. Upon 
the main object of inquiry—the means of averting the 

* History of Prices, vol. iii. p. 84. 
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danger of a suspension of cash payments — the 
evidence of Lord Overstone and of Mr. Norman was 
an appropriate supplement to Mr. Ricardo’s evidence 
before the Bullion Committee on the resumption of 
cash payments ; and the Act of 1844 was introduced 

by Sir Robert Peel, as the complement of his Act of 
1819. 

Objects and Provisions of the Act of 1844. 

The objects of the complementary Act of 1844 

were to secure the convertibility of the bank-note, to 
impart to the circulation a greater degree of steadiness 
than that which it possessed under the former law, 
and to cause our mixed circulation of coin and bank¬ 
notes to expand and contract, as it would have 
expanded and contracted under similar circumstances 
had it consisted exclusively of coin. In order to effect 
the accomplishment of these objects, the Act pro¬ 
vided that the Bank of England should be divided into 
two separate departments, the one exclusively confined 
to the issue, circulation, and payment of notes, and 
the other to the ordinary business of a bank of deposit 
and discount; that the amount of notes payable 
to bearer on demand, uttered by the issue department 
of the Bank of England, unrepresented by bullion in 
deposit, should be limited to 14,000,000/.; that the 
amount of such notes uttered by the provincial banks 
throughout England and Wales should be limited to 
8,000,000/.; and that the* excess of the bank-note 
circulation, over and above these fixed amounts, 
should be issued against coin and bullion held in 

deposit. 
These provisions of the Act of 1844 were framed 
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in conformity with the following principles:—1st, 
That the amount of a strictly convertible currency, 
which it is practicable to maintain, is determined, not 

by legislative enactments or by banking regulations, 
but by the natural law of equilibrium by which the 
precious metals are distributed throughout the com¬ 
mercial countries of the world: 2nd. That when 
from any temporary cause the amount of a mixed 
currency of coin and convertible notes exceeds the 
amount determined by the law of equilibrium, the 
level is restored by the return of a portion of the note 
circulation upon the issuers, in exchange for specie: 
3rd. That when from any temporary cause the 
amount of a mixed currency of coin and convertible 
paper falls short of the amount determined by the 
law of equilibrium, the ordinary level is restored by 
an influx of the precious melals. From these prin¬ 
ciples it follows, as a necessary corollary, that when 
that portion of the note circulation wThich may be 
issued upon securities, is fixed below the amount to 
which, under the law of equilibrium, the currency 
must conform, that portion of the bank-note circula¬ 
tion will not be returned upon the issuers in exchange 
for treasure; and that, except in cases of drain from 
domestic panic, there will always be retained in the 
coffers of the issuing body, a reserve of gold equal to 
the difference between the fixed amount of the 
circulation unrepresented by bullion, and the actual 
amount determined by the law of equilibrium. 

Such being the principles upon which the Act was 
founded, it became incumbent upon those who were 
concerned in framing it, to ascertain, by a careful 

reference to past experience, the minimum amount 
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below which, in recent times, the circulation of the 
Bank of England had never been reduced. Now, it 

appears by the Report of the Select Committee upon 
Banks of Issue (1840, App. 12), that in December 
1839, the notes of the Bank of England were reduced 
to 15,532,000/. But this return included the Bank 
Post Bills, amounting to about 800,000/., which are 
not included in the returns upon which the Act is 
founded. Therefore, making the proper reduction 
of this amount, the bank-notes in circulation in 
December 1839 (Bank Post Bills not included), 

must have been 14,732,000/. To this amount, 
however, must be added the amount of notes which, 
had the separation of functions then existed, the 
banking department would have been obliged to keep 
in its till to meet the demands of its depositors. This 
amount we know has been reduced on a recent 

occasion to 2,000,000/. Therefore, putting the two 
sums together, we shall have— 

Bank-notes in circulation, Decem¬ 
ber 1839 .£14,732,000 

Amount of notes required, as 
banking reserve. 2,000,000 

Total notes which would have 
been out of the issue depart¬ 
ment in December 1839 . . £16,732,000 

Upon these grounds the framers of the Act assumed 

that, under a separation of functions, the minimum 
amount below which the notes out of the issue depart¬ 
ment could not be reduced under the action of 
the foreign exchanges, was 16,732,000/.: that if 



60 ON THE ORTGrlN, OBJECT, AND OPERATION 

14,000,000/. were permitted, under the provisions of 
the Act, to be issued without a corresponding reserve 
of bullion, the minimum amount which would be 
required to be issued against bullion held in deposit 
would be 2,732,000/.; and that as the reserve of 
bullion could not, under such circumstances, be ever 
reduced below 2,732,000/., the convertibility of the 
circulation would be secured. 

The correctness of these views have been fully 
borne out by experience. Theory has been verified 
by fact. In so far as regards the perfect converti¬ 
bility of the circulation, the anticipations of the 
framers of the Act have been realised. From the 
period at which its provisions came into operation up 
to the present time, the reserve of bullion in the issue 
department of the Bank has never been reduced below 
7,000,000/. 

The Operation of the Act has been to impart to the Circulation 

a greater degree of steadiness than that which it possessed 

under the former law. 

While the prime object of the Act—the main¬ 
tenance of sufficient reserve of bullion in deposit to 
secure the certain convertibility of the bank-note— 
has been-Alius completely accomplished, there has 
been no undue contraction of the currency below the 
amount at which it. is practicable that an immediately 
convertible currency should be maintained. The 

limitation of the issues of the Bank upon securities to 
14,000,000/., so far from unduly contracting the 
circulation below the level determined by the law of 
metallic equilibrium, has prevented those temporary 
depressions below that level which were of periodical 
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occurrence under the former system. We have seen, 
that when the Bank possessed the power of unlimited 
issue, it was in the habit of exercising that power in 
the face of an adverse exchange, until the exhaustion 

of its treasure compelled it to provide for its own 
safety by forcing down the circulation below the level 

of equilibrium, until the influx of bullion under a 
favourable exchange replenished its coffers. Under 
the existing law, the reflux and efflux of treasure has 
been automatic, obeying the natural law of equili¬ 
brium ; and all forced and artificial elevations and 
depressions, above and below the level common to 
the commercial world, have been obviated. It will 
be seen, by a reference to the ‘Gazette’ returns, that 
during the year 1847—a year of unexampled difficulty 
—the highest amount of the gross circulation out of 
the issue department was 27,500,000/., and the lowest 

22,500,000/.; and that the highest amount of the 
circulation out of the banking department was 
20,800,000/., and the lowest 17,900,000/. But in 1836 
—a year of greatly-mitigated pressure—the highest 
amount of the Bank circulation was 19,100,000/., 
and the lowest 16,700,000/.; while, during the 
monetary pressure of 1839, the highest amount was 

19,300,000/., and the lowest 15,800,000/. The dif¬ 
ference between the highest and lowest amount of the 
circulation in 1839 was 3,500,000/., while in the far 

more disastrous year of 1847, the difference between 
the highest and the lowest amount of the circula¬ 
tion out of the banking department and in the hands 

of the public has been only 2,900,000/. 
But the difference in the extent of the fluctuation 

which occurred during the periods under review, 
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does not tell the whole of the story in favour of the A ct 
of 1844. In October 1839, the period of greatest con¬ 
traction during that year of comparatively mitigated 
pressure, when the circulation, seven days’ bills in¬ 
cluded, was reduced to 16,800,000/., the reserve of 
bullion which was then applicable to the payment, 
both of the circulation and of the deposits, amounted 
to only 2,500,000/.; while in June 1847, the period 
of greatest contraction during that year of greatly- 
aggravated pressure, when the circulation, also in¬ 
cluding seven days’ bills, out of the banking depart¬ 
ment, amounted to 18,740,000/., there was in the 
banking department a reserve in coin and notes of 
5,600,000/. applicable to the payment of the deposits, 
and in the issue department a reserve in bullion of 
9,600,000/. applicable to the payment of the circu¬ 
lation. 

These figures are most important. They prove, 
beyond the possibility of doubt or question, not only 
that the Act of 1844 has secured the convertibility of 
the note circulation, but that the limitation of the 
issues of the Bank upon securities to 14,000,000/., 
while imparting to the circulation a degree of steadi¬ 

ness greater than it before possessed, has had the 
effect of maintaining the circulation at a higher 
average level than that which was maintainable under 
the alternate expansions and contractions of the for¬ 
mer law. 

Under the operation of the Act the Circulation has expanded, as 

it would have expanded had it been purely Metallic. 

While the primary object of the Act of 1844 was 
to secure the convertibility of the bank-note circula- 
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tion, its secondary object was to provide that our 

mixed currency of coin and notes should at all times 

be equal in amount, and in value to what would have 

been under the like circumstances the amount and 

the value of a purely metallic currency. This 

secondary object has been fulfilled to the uttermost 

letter. A reference to the weekly returns published 

in the ‘ London Gazette ’ will show that, from Sep¬ 

tember 1844 (the period at which the Act came into 

operation) up to the present time, the notes uttered 

by the issue department, over and above the fixed 

amount of 14,000,000/. uttered upon securities, have 

been increased or diminished in exact proportion to 

the increase or diminution in the amount of bullion 

in its coffers. So far as the amount of the circula¬ 

tion out of the issue department is concerned, the 

intention of the legislature has been fully accom¬ 

plished. 

It will also be found, upon a reference to the 4 Ga¬ 

zette ’ returns, that the amount of the circulation out 

of the walls of the banking department has been in¬ 

creased and diminished, exactly as it would have been 

increased and diminished (other circumstances being 

the same) had the currency been purely metallic. 

This will be at once apparent on a consideration of 

the results which would have followed had the Act, 

instead of authorising the issue of 14,000,000/. upon 

securities, provided that the whole of the issues of the 

Bank of England should be represented by bullion in 

deposit. This provision would have rendered it ne¬ 

cessary that the Government debt of 11,015,100/. 

should have been paid to the Bank, and that the 

directors should have appropriated that sum, with 
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other securities to the amount of 2,984,900/., to the 

purchase of 14,000,000/. of gold in the markets of the 

world. Under these arrangements the Bank of Eng¬ 

land would have been assimilated, as suggested by Lord 

Ashburton, to the Bank of Hamburgh. The bank¬ 

note would have been a bullion-note—a certificate for 

a given amount of gold, not only payable upon de¬ 

mand, but actually in deposit, and would have circu¬ 

lated as bank-money, as is now the case in Hamburgh, 

and was formerly the case in Holland. The issue 

department of the Bank would have been converted 

into a bank of deposit, and nothing more; while the 

functions and the operation of the banking depart¬ 

ment would have been left, to all intents and purposes, 

in the same state, and under the same influences, in 

which they have actually been left under the existing 

law. 

It is obvious that had the issue department been 

assimilated to the Bank of Hamburgh, no change in 

the status of the Bank, or in its action on the money- 

market, could have been thereby effected, beyond 

that of causing the 14,000,000/. now issued upon 

securities to be issued against bullion. The aggregate 

amount of the note circulation, when issued wholly 

upon bullion, would have expanded and contracted 

with the influx and efflux of treasure, as the aggre¬ 

gate amount issued upon securities and bullion actu¬ 

ally has done. The amount of deposits in the banking 

department would have increased and diminished 

under the action of the selfsame causes by which they 

have increased and diminished under the existing 

law ; the amount of the reserve of notes, retained to 

meet the demands of depositors, would have been 
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regulated, as it is now regulated, by the discretion of 

the Bank directors, and, as a necessary consequence, 

the proportion of the gross circulation in the hands of 

the public at large, would have been the same as it 

hitherto has been. Let us exemplify these results by 

a reference to the figures presented in the 4 Gazette ’ 

returns. 

Had the whole circulation of the Bank, of England 

consisted of bullion notes, represented by gold in 

actual deposit, the status of the Bank for the week 

ending on the 7th September 1844, when the said 

Act came into operation, would have been, with the 

single exception of the increased amount of bullion, 

identical with that published in the 4 London Gazette * 

for that period. The bullion in the issue department 

would have been increased from 14,300,000/. to 

28,300,000/.; the gross amount of the circulation 

represented by bullion would have been what the 

gross circulation represented partly by bullion and 

partly by securities actually was, namely, 28,300,000/.; 

while the circulation in the hands of the public would 

have continued at 20,110,000/., the deposits in the 

banking department at 12,200,000/., the seven days' 

bills at 1,030,000/., and the reserve of notes and coin 

at 9,000,000/. 

The harvest of 1844 was the largest ever produced 

in this country; the season was also favourable 

throughout Europe and America ; there was a large 

quantity of old wheat on hand; and, as the natural 

consequence of these abundant supplies, the price of 

wheat in England, from September 1844, to the end 

of June 1845, averaged about 405. per quarter. While 

agricultural produce was thus abundant, the state of 
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trade was prosperous in the highest degree. The year 
1845 was an unusually busy and profitable one, alike 
to the capitalist and the labourer, in every branch of 
production. The quantity of raw cotton imported 
and retained for consumption in that year was the 
largest on record. The same may be said of wool. 
The quantities of cotton, sugar, and tea imported and 
consumed in the country were also larger than in any 
former year. The declared value of the principal 
articles of British produce exported also exceeded 
that of any previous year ; and the aggregate tonnage 
entered and cleared out from the United Kingdom 
showed a similar increase. From the conjoint opera¬ 
tion of these several causes, from this extraordinary 
increase in the quantity of vendible commodities, 
money in this country no longer bore the same pro¬ 
portion to the transactions to be adjusted which it 
bore in other countries. The necessary consequence 
was, that a portion of the specie previously retained 
in other countries passed into this country, until by 
such new distribution of the metals the proportion of 
currency to transactions was rendered the same in 
this as in other countries. The bullion in the issue 
department rose from 14,300,000/.—its amount in 
April 1844—to 15,800,000/. in July 1845 ; the gross 
circulation from 28,300,000/. to 29,800,000/.; the 
circulation in the hands of the public from 20,100,000/. 
to 20,600,000/.; the reserve of coin and notes in the 
banking department from 9,000,000/. to 9,800,0T)0/.; 
the deposits, representing the available capital placed 
by the public at the disposal of the Bank, from 
12,274,000/. to 17,371,000/.; while the amount of 
private securities, indicating the extent of the banking 
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facilities afforded to commerce rose from 7,800,000/., 
their amount in April 1844, to 12,600,000/. in June 
1845, and to 12,900,000/. in the following July. 
Now it may be regarded as self-evident that the same 
identical results would have taken place had the cir¬ 

culation consisted of notes wholly represented by 
bullion in deposit, instead of consisting of notes partly 

represented by bullion and partly by securities. In 

one case, as well as in the other, the extraordinary 
increase in the quantities of vendible commodities 
must have caused the currency in this country to bear 
a less proportion to the amount of transactions than 
in other countries, and have led to an influx of bul¬ 
lion, and to an increase of issues, until the ratio 
between the amount of currency and the quantity of 
commodities had been equalized; and in either case 

the Bank directors would have been influenced by the 
same identical considerations in determining the re¬ 
spective amounts of their advances, of their securities, 
and of their reserve. During the increase of produc¬ 
tive power which occurred in 1844 and 1845, the 
status of the Bank, and the incidents of the money 
market under the existing law, were exactly what 
they would have been had the whole circulation con¬ 
sisted of bullion-notes represented by an equal amount 
of gold deposited in the coffers of the issue depart¬ 
ment. 

The exuberant harvest of 1844, and the extraordi¬ 
nary prosperity of manufactures and trade in 1845, 
caused a large increase in the quantity of vendible 
commodities, and, as a necessary consequence, in the 
quantity of that portion of them which constitutes 

loanable capital; while the general increase of wealth 
f 2 
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throughout the productive classes diminished the 
number of necessitous borrowers. The circulation 
expanded nnder the continuous influx of bullion, 

while, from the high state of commercial confidence, a 
less amount of currency was required to adjust the 
same amount of transactions as before. These con¬ 
current causes reduced the rate of interest, increased 
the value of securities, and rendered it more difficult 
to effect investments at once safe and advantageous 
for the overflowing amount of available and loanable 
capital. This excited, as analogous conditions of the 
money market had too frequently done, a spirit of 
extravagant and reckless adventure; and the railway 
mania was the result. Between March and Septem¬ 
ber 1845, joint-stock speculations for the immediate 
investment of capital were set on foot, involving a 
larger aggregate amount than had ever before been so 
invested in this country. The amount, to raise which 
for railways alone the sanction of Parliament was 
actually applied for in the following session, exceeded 
340,000,000/. And if we include all the other 
schemes in which scrip, or letters of allotment, were 
actually selling in the market at a premium in July, 
August, and September 1845, the amount cannot be 
estimated at less than 500,000,000/. Now, during 
the whole of this period of extraordinary excitement, 
when everybody was buying or selling shares, and 
while the current rate of interest was only 24 per 

cent., the state of the currency with respect to amount 
and to value, was the same as it would have been had 
the whole paper circulation been represented by bul¬ 
lion in deposit. The issue of 14,000,000/. upon 
securities did not reduce the value of the circulation 
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below that of the gold into which it was immediately 
convertible; neither could the issue of the whole cir¬ 
culation against bullion in deposit have rendered it 

of higher value than the gold which it represented. 
All the causes which contributed to excite a spirit of 
extravagant and reckless speculation and adventure 
in 1845—the rapid increase in available and loanable 

capital—the influx of treasure—the consequent expan¬ 
sion of the currency—the increased disposition to lend 

—the diminished necessity to borrow, incident to a 
high state of commercial credit—the fall in the rate of 
interest—the increased value of securities, and the 
difficulty of effecting investments at once advantageous 
and secure: all these concurring causes, which have 
led to excessive speculation under the existing law, 

would have operated with undiminished force had the 
Act of 1844 required that the whole circulation 
should have been issued upon bullion. Under the 
existing law the spirit of speculation has been neither 
greater nor less than it would have been under a 

purely metallic currrency. 

Under the operation of the Act the Circulation has contracted, as 

it would have contracted had it been purely Metallic. 

Having traced the operation of the Act of 1844 

during a period of prosperity, let us consider its 
effects under a period of disaster. If the season in 
1844 was the most abundant which the country has 
seen, that of 1846 was the most disastrous which has 
occurred in modern times. The staple food of one- 
third of the population perished. Capital to the 

amount of 25,000,000/. was exported in payment for 
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foreign provisions. Other causes of unusual potency 

concurred in diminishing the national wealth. The 

failure of the cotton crop in America reduced the 

supply and enhanced the price of the raw material 

of our most extensive manufacture. Floating capital 

to the amount of 1,000,000/. a-week was diverted 

from the production of commodities to the construc¬ 

tion of railroads. The history of the commercial 

world presents no previous example of so great and 

so sudden a diminution of national wealth as that 

which occurred in England between June 1845 and 

December 1847. Let us consider whether this great 

and sudden diminution of the national resources acted 

upon the money market, under the provisions of the 

Act of 1844, as it would have acted had the currency 

been purely metallic, or had the whole circulation 

consisted of bullion-notes represented by gold in 

actual deposit. 

In September 1846, the circulation out of the 

walls of the issue department was 29,800,000/., 

represented by 14,000,000/. of securities, and by 

15,800,000/. of bullion in deposit; and in January 

1847, the circulation was 26,100,000/., represented 

by 14,000,000/. securities and 12,100,000/. bullion. 

Now it is self-evident that had the whole circulation 

during these two periods been advanced upon bullion, 

the effect, as far as regards the issue department, 

would have been identical with that which actually 

occurred. The bullion-notes, like the existing notes, 

would have been reduced from 29,800,000/. to 

26,100,000/.; and it is equally evident that, as 

regards the banking department, the reduction of the 

circulation from 29,800,000/. to 26,100,000/. would 
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have been followed by the same identical results, 

whether the circulation had been issued wholly upon 

bullion, or partly upon bullion in deposit, and partly 

on securities. The substitution in the issue depart¬ 

ment of 14,000,000/. of bullion for 14,000,000/. of 

securities could not have relieved the directors from 

the necessity of keeping in the banking department a 

reserve of notes to meet the demands of their de¬ 

positors ; and would have left in undiminished force 

the considerations and the influences under which 

they adjusted the proportion between the respective 

amounts of their reserve and of their liabilities. Had 

the substitution been effected—had the whole currency 

been metallic in January 1847, when the abstraction 

of bullion had reduced the circulation out of the 

walls of the issue department from 29,800,000/. to 

26,100,000/., the directors would have retained, as 

they did retain, 5,700,000/. of notes in the banking 

department to meet the demands of depositors; and, 

consequently, the circulation in the hands of the 

public have been what it was—20,400,000/. Whether 

the circulation had consisted of bullion-notes, as at 

Hamburgh, or of credit-notes only partially represented 

by bullion, as under the existing law, the drain of 

treasure which reduced the circulation out of the 

issue department from 29,800,000/., its amount on 

the 12tli September 1846, to 26,100,000/., its amount 

on the 30th January 1847, would have equally 

allowed the circulation in the hands of the public to 

be increased from 20,000,000/. to 20,400,000/.; and 

for the plain and obvious reason, that whether the 

circulation had been wholly metallic or only partially 

represented by bullion, the Bank directors would 
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have been at equal liberty to have diminished the 
reserve of notes in the banking department from 

9,800,000/. to 5,700,000/ 
On the 10th April 1847, the bullion in the issue 

department had diminished from 15,800,000/. to 
9,200,000/., and the circulation out of that depart¬ 
ment from 29,800,000/. to 23,200,000/.; while, in 
consequence of the diminution of the reserve of notes 
in the banking department to 2,800,000/., the circula¬ 
tion in the hands of the public continued to be 
20,400,000/., being still an excess of 400,000/. above 
the amount of the circulation in the hands of the 
public in the previous September, when the bullion 
was 15,800,000/., and the gross circulation 29,800,000/. 
The conduct of the Bank directors in thus reducing 
their reserve will be considered in the next Section. 
In this place it is sufficient to remark, that whatever 

their motives may have been, they would have led to 
the same identical course of action had the currency 
been purely metallic, which they actually led to under 
the existing law. As it is self-evident that the gross 
circulation, whether wholly or partly represented by 
bullion in deposit, would equally expand and contract 
as treasure should flow into or out of the coffers of 
the issue department, so it is equally self-evident, 
that under any given amount of the gross circulation, 
whether wholly or partially represented by bullion, 
the amount of the circulation in the hands of the 
public must increase or diminish as the Bank directors 
diminish or increase the amount of their reserve of 
notes. 

The preceding review of the practical working of 
the Act of 1844 has, as I venture to believe, esta- 
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blished the following conclusions upon evidence which 
cannot be overthrown :— 

1st. That the primary object of the Act, namely, 
that of securing the convertibility of the bank-note 
circulation, has been fully attained. 

2nd. That while this most important object has 
been attained, the average amount of the circulation 
and the extent of the accommodation afforded to 
commerce, instead of having been diminished under 

the operation of the Act, have been maintained at a 
higher amount than during any of the periods of 
monetary pressure which occurred under the former 
law. 

3rd. That the amount of the circulation out of the 
issue department has expanded and contracted as 
bullion flowed into and out of the coffers of that 
department, as a purely metallic currency would have 

done. 
4th. That the proportion between the amount of 

the circulation in the hands of the public, and the 
amount of the circulation retained as the reserve of 
the banking department, has fluctuated under the 
degree of discretion exercised by the Bank directors, 
exactly as it would have fluctuated under that same 
degree of discretion had the whole circulation been 

represented by bullion actually deposited in the 
coffers of the issue department. 

5th. That inasmuch as it has maintained a sufficient 
amount of bullion to secure the convertibility of the 
bank-note, and has preserved the currency from any 
fluctuations, whether in amount or in value, greater 
than those to which a purely metallic currency would 
have been liable, the Act of 1844 has realized all the 
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advantages which could result from the adoption of 
the suggestion thrown out by Lord Ashburton for 
assimilating the Bank of England to that of Ham¬ 
burgh, and making the whole circulation to consist of 
bullion-notes represented by gold in actual deposit. 

6th. That the system adopted for the regulation of 
the issue department of the Bank of England possesses 
an important advantage over that which is applied to 
the Bank of Hamburgh, inasmuch as the provision 
which authorizes the issue of 14,000,000/. of notes 
unrepresented by bullion, liberates 14,000,000/. of 
treasure which would otherwise lie as dead stock in 
the coffers of the Bank, and adds it to the reproduc¬ 
tive capital of the country. 

The Act of 1819 for the resumption of cash pay¬ 

ments was strenuously opposed by a numerous and not 
uninfluential section of the commercial community. 
Petitions, numerously signed by the merchants, 
bankers, and traders of London, were presented to the 
two Houses of Parliament, praying for the continu¬ 
ance of the restriction on cash payments, and setting 
forth that the return to such payments would “ tend 
“to a forced, precipitate, and highly injurious con- 
“ traction of the circulating medium of the country, 
“ to lower the value of all landed and commercial 
“ property, seriously to affect both public and private 
“ credit, to embarrass and reduce all the operations of 
“ agriculture, manufactures, and commerce, and to 
“ throw out of employment a great proportion of the 
“ industrious and labouring classes of the community.” 
The directors of the Bank of England laid before the 
Chancellor of the Exchequer a representation, in 
which they declared that they could not, “by a 
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“ seeming acquiescence, invest themselves with the 
“ responsibility of countenancing a measure calculated 

“ to compromise the universal interests of the empire 
“in all the relations of agriculture, commerce, and 
“revenue.” After these specimens of the small 
degree of wisdom which serves to govern the opinions 
of the commercial world, we need not be surprised 
that an opposition, analogous to that which was 
directed against the Act for the restoration of cash 
payments, should now be directed against the com¬ 
plementary Act for providing the means by which 
metallic payments may be permanently secured. 
The account given by Mr. Fullarton of the popular 
clamour which arose against the Act of 1819 may be 
regarded as a sufficiently accurate description of the 
character of the popular clamour which he has himself 

contributed to excite against the Act of 1844:— 
“We all remember the popular hostility which, for 

“ many years, was directed against the measure of 
“ 1819 for the restoration of cash payments; a hos- 
“ tility by no means confined to the unreasoning 
“ herd, but conscientiously entertained by many well- 
“ meaning people of education, and even by men of 
“ some considerable talent. Whatever went amiss, 
“ whether prices fell or trade became stagnant, or 
“ speculation failed, the blame was invariably laid to 

“ the unhappyr Peel’s Bill. To this origin were 
“ traced the great commercial revulsions of 1825 ; and 
“ every man who chanced to impair his fortune by 
“ absurd and hazardous adventures found a salve for 
“ his self-reproaches in attributing to the Bill the con- 
“ sequences of his own folly and improvidence. This 
“ hostility continued to be maintained long, long after 
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“it had been demonstrated, by the most clear and 
“ convincing evidence, that the utmost practical 
“ change in the value of the currency which the 
“ Bill could have effected was infinitely short of 
“ that affirmed by its opponents, and after all their 
“ sinister predictions as to consequences had been 
“ falsified by its triumphant and easy success. Nor 
“ have the popular prejudices on the subject entirely 
“ subsided even at the present day. No one, indeed, 
“ except a small knot of deaf and incurable fanatics 
“ raises any longer a cry for a return to inconvertible 
“ paper.” 

We may, perhaps, be enabled to show that Mr. 
Fullarton is not himself so entirely without sin as to 
be entitled to cast a stone at the “ deaf and incurable 
“ fanatics ” who advocate a return to inconvertible 
paper. But before proceeding to lay bare the mis¬ 
conceptions and inconsistencies into which Mr. Ful¬ 
larton has fallen regarding the operation of the Act 
of 1844, it will be proper to enter upon a preliminary 
inquiry into the manner in which the directors of the 
Bank of England have conducted the business of the 
banking department under its provisions. 

On the manner in ivhich the business of the Banking Depart¬ 

ment of the Bank of England has been conducted from the 

passing of the Act of 1844 to the close of the year 1847. 

By the provisions of the Act of 1844, the banking 
department of the Bank of England was placed upon 
the footing of an ordinary bank of deposit and dis¬ 
count. The directors of that establishment were as 
completely divested of all control and responsibility, 
regarding the amount of the notes put out by the 
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issue department, as if the Act had assimilated that 
department to the Bank of Hamburgh, and had re¬ 
quired that the whole of its issues should be repre¬ 
sented by bullion in actual deposit. The functions of 
the banking department were strictly confined to the 

operation of banking, properly so called ; and the 

conduct of the directors, in the exercise of these 

functions, must be estimated by their adherence to, 
or by their departure from, the same identical rules to 
which private bankers find it necessary to conform in 
order to maintain the credit of their establishments. 

The primary rule of legitimate banking, without a 
strict and constant adherence to which no ordinary 

%/ 

bank of deposit and discount can be secured against 
insolvency, is the maintenance of a due proportion 
between liabilities and reserve. Now there is no¬ 
thing, either in the composition or in the circum¬ 
stances of the banking department of the Bank of 
England, to exempt it from the necessity of a strict 
adherence to the primary rule, the cardinal principle, 
upon which alone the business of an ordinary bank of 
deposit and discount can be safely conducted. It 
differs from ordinary banks of deposit and discount 

in the following particulars:—1st. It exercises a 
greater influence over the money market in propor¬ 

tion to the greater amount of the capital at its com¬ 
mand. 2nd. It receives, as the bank of the Govern¬ 

ment, the growing produce of the revenue, and 
advances what may be temporarily deficient in the 
actual resources of Government towards the payment 
of the quarterly dividends on the national debt. 3rd. 
It holds some considerable portion of the reserves of 
the other metropolitan banks. Now the slightest 



78 ON THE ORIGIN, OBJECT, AND OPERATION 

consideration will render it apparent, that each of 
these several circumstances by which the banking 
department of the Bank of England is distinguished 
from ordinary banks, so far from constituting an 
exceptional case, justifying a departure from the 
ordinary rules of legitimate banking, renders the 
observance of these rules more indispensably neces¬ 
sary, and invests their violation with more serious 
consequences, and therefore with a graver responsi¬ 

bility. 
I. An ordinary bank of ‘deposit and discount may 

inflict serious injury throughout the district over 
which its operations extend, in two several ways. 
1st. By unduly extending its accommodation to its 
customers, during a period of excitement, it may 
cause its reserve to bear so low a proportion to its 
liabilities as to render it necessary, under a change 
of circumstances, such as the commencement of a 
drain of bullion, to provide for its own safety by 
suddenly withholding the usual advances upon which 
the trading community with which it was immediately 

connected had been accustomed to depend. Through 

this unsteadiness in its operations, this oscillation be¬ 
tween over-trading and under-trading, an ordinary 
bank commanding a moderate amount of capital may 
create a monetary pressure in its own locality more 
or less severe. 

2nd. Serious as the consequences of over-banking 
in this form and to this extent would be, the mischief 
would be greatly aggravated were the bank, under 
any miscalculation or oblivion of consequences, to 
attempt to support the trade of the neighbourhood * 
by continuing its increased advances until its imme- 
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diately available capital became inadequate to meet 
immediate demands. The stoppage of the bank 
would convert the local pressure into a local panic, 
inflicting serious loss upon many, and on not a few 

inevitable ruin. The loss and the ruin would be in 
proportion to the extent of the operations in which 
the bank might have been engaged. Now, those 
whose attention may have been directed to the em¬ 

barrassment and distress resulting from the irregu¬ 
larity in the advances, and from the over-trading of 

ordinary banks of deposit commanding an available 
capital to the extent of a few hundred thousand 
pounds, will be able to form some estimate of the 
extent of the mischief which must be inflicted on 

the whole commercial interests of the country by irre¬ 
gularity in the advances and by the over-trading of a 
bank of deposit and discount, which has under its 
control a fund exceeding twenty or thirty millions. 

The force of the obligations under which the directors 
of the Bank of England are placed, to conform to the 
rules of legitimate banking, must be measured by the 
magnitude of the banking capital placed at their dis¬ 
posal, and the consequent magnitude of the evil con¬ 

sequences which must a,rise from any mismanagement 

of that large capital. 
II. As the bankers of the State, charged with the 

important duty of receiving the produce of the public 
revenue, and of paying the quarterly dividends upon 

the public debt, the directors are especially called on 
to adhere, with unswerving constancy, to the primary 
rule of maintaining an adequate reserve. Nor can 
the fulfilment of this obligation, in so far as concerns 
the payment of the dividends, be regarded as an 
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arduous task. This will be immediately seen by a 
reference to the ‘ Gazette ’ returns. In the first weeks 
of January, April, July, and October, in each year, 
the Government deposits in the Bank are at their 
maximum, the receipts on account of the revenue 
having, during the immediately preceding three 
months, exceeded the ordinary expenditure of the 
Government by the amount of the quarterly divi¬ 
dends ; and on the third and fourth weeks of these 
months the Government deposits are at their mini¬ 
mum, as the advances on account of the dividends 
and of the ordinary Government expenditure exceed, 
while the dividends are in course of payment, the 
receipts on account of the revenue. While from this 
cause the Government deposits fall to their minimum, 
there is an increase of the private deposits ; inasmuch 
as a portion of the public creditors keep their cash 
with the Bank of England, and on the receipt of their 
dividends pay back into that establishment with one 
hand the amount which they receive with the other. 
Now, as these fluctuations occur periodically at fixed 
periods, and as their amount and duration may be 
calculated upon with a considerable approximation to 
certainty, they present no peculiar difficulty, no ex¬ 
ceptional anomaly, taking them out of the sphere of 
ordinary banking operations. By adhering to the 

rules of legitimate banking, by advancing in each 

successive quarter in safe proportions (say two-thirds) 
the growing amount of the Government deposits, 
upon loans returnable upon the two first weeks of the 

next ensuing quarter, the directors may conduct the 

Government business with perfect safety to their 
own establishment, and without anv sensible con- 

' * 
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traction in the amount of the circulation in the hands 
i 

of the public. And even if the state of the revenue 
should render it necessary, that, on the falling due of 
the dividends, the Bank should make an advance to 
Government on deficiency bills, such advance might 
be made in conformity with the strictest rules of 
legitimate banking, and without an inconvenient 
limitation of the private securities representing the 
accommodation afforded to trade, by a sale of, or 
by a borrowing upon, Exchequer bills, so timed that 
the amount withdrawn from the circulation in the 

hands of the public should be immediately returned 
to it through the payment of the dividends. While 
the magnitude of the pecuniary transactions of the 
Government imposes on the Bank directors a cor¬ 
responding obligation to conduct them in conformity 
with the strictest rules of legitimate banking, the 
regularity with which the Government payments 
occur, and the certainty with which their amount 
may be foreseen, render an adherence to these rules 
in the conduct of the Government business peculiarly 
facile. 

III. A very important part of the deposits of the 
Bank of England consists of the reserves of other 
banks. When the directors diminish their reserve 
to a dangerous extent, they endanger the reserves of 
other banks. The stoppage of the Bank of England 
would be tantamount to a general stoppage of the 
whole of the London banks and discount houses. 
This great establishment, from the vast amount of 
the capital at its disposal, from its being the deposi¬ 
tory of the public revenue, and of the banking re¬ 
serves of the subordinate banking establishments of 

Or 
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the metropolis, wields a tremendous power, the mis¬ 
direction of which might lead not only to its own 
insolvency, but to a general insolvency of all subordi¬ 
nate concerns, and to national bankruptcy. Let us 
proceed to inquire into the manner in which this 
tremendous power was exercised from the time at 
which the Act of 1844 came into operation to the 

close of the year 1847. 
In July 1846, the bullion in the issue department 

was 15,320,000/.; while in the banking department 
the additional capital, over and above the capital of 
the proprietors, placed at the disposal of the directors 
by the depositors, amounted to 22,196,000/.; the 
portion of this additional capital advanced for the 
accommodation of trade upon private securities was 
18,145,000/.; the Bank rate of interest was 3i per 
cent.; and the reserve of coin and notes retained to 
meet the liabilities, consisting of deposits and seven 
days’ bills, and amounting together to 23,083,000/., 
was 9,928,000/. This was a highly-satisfactory posi¬ 
tion. While intrusted with the disposal of so large 
an amount of capital, and holding so ample a reserve, 
the directors were justified, according to the strictest 
principles of legitimate banking, in having advanced 
to the public 18,145,000/. at 3J per cent. But the 
indications of a less prosperous state of things became 
soon apparent. The diminution of capital from the 

failure of the potato crop, our increased imports, and 
our diminished exports, were premonitory symptoms 
of impending danger ; and although no drain of bullion 
had as yet set in, and although the reserve of notes 
and coin in the banking department was still as high 
as 9,940,000/., yet as the amount of banking capital 
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at the disposal of the directors, in so far as repre¬ 
sented by deposits, had been reduced from 22,196,000/ 
to 16,917,000/., their policy in reducing the rate of 

interest from 3 J to 3 per cent, on the 22nd of August, 
must be regarded as at least questionable. A de¬ 
crease of 5,000,000/. in the deposits indicated the 
necessity of some reduction in the amount of the 
securities, while lowering the rate of interest could 
only tend to increase the advance on securities, at 
the very time at which the funds from which these 
advances were to be made, viz., the deposits, were 
diminishing. 

In October 1846, the drain of bullion set in. In 
the first week of January 1847, the amount of coin 
and bullion in the issue department was reduced from 

15,322,000/., its amount in the first week of July, to 
14,258,000/.; while the banking capital, as repre¬ 
sented by deposits, was reduced from 22,196,000/., 
its amount in the first week of July, to 17,894,000/. 
in the corresponding week of January 1847; and 
while the reserve of coin and notes in the banking 
department had fallen from 9,927,000/. to 8,920,000/. 
Throughout the latter months of 1846, the condition 
of the Bank in both departments presented positive 
and unequivocal signs of a progressive decline in the 
national resources. The continuous drain of bullion 
showed that diminished production had caused the 
quantity of commodities to bear a less proportion to 
the quantity of money in this than in other countries ; 
the reduction in the private deposits to little more 
than half the amount at which they had stood 
during the first eight months of the year, indicated 
a serious diminution in the amount of floating capital; 

g 2 
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and the diminution of banking capital, as represented 
by these deposits, gave warning of an inevitable 
diminution in the means of commercial accommoda¬ 
tion, which would remain at the disposal of the Bank 
of England. Under these circumstances, the conduct 
of the Bank, in continuing to discount at 3 per cent., 

cannot be defended. At length, on the 9 th of 
January, they raised the rate of discount to 3J per 
cent.; and on the 16tlp when they had lost upwards 
of a million of treasure in tire course of fourteen days, 
they raised the rate to 4 per cent. But they coun¬ 
teracted the effects of even these late precautions, by 

increasing, notwithstanding the diminished amount of 
the capital at their disposal, their advances upon com¬ 
mercial securities from 12,153,000/. and 13,880,000/., 
their amounts in November and December, to 
14,450,000/. and 15,819,000/., their amounts in 
January and February. In March, the advances 
upon private or mercantile securities were increased 
to 17,650,000/., and in April to 18,627,000/., being 
an increase of 6,474,000/., or more than 50 per cent, 
above their amount in November. During the whole 
of the period through which these extraordinary 

advances were being made, the reserve in the bank¬ 
ing department was undergoing rapid diminution. 
Nothwithstanding that there had been no increase of 

its available capital by an increase of its deposits, 
and that a severe drain of bullion was in steady 
operation, the Bank increased its advances for the 
accommodation of trade between six and seven 
millions. These advances necessarily fell upon the 
banking reserve ; and, consequently, on the 10th of 
April, the notes and coin in the Bank till were re- 
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duced to 3,464,000/. against liabilities, on account 
of deposits and seven days’ bills, of 17,229,000/. 
The publication of this account created panic. A 
further continuance of this system of constantly-in¬ 
creasing accommodation by the Bank was considered 
impossible, and stringent measures of contraction 
were apprehended. Bankers, bill-brokers, merchants, 
and traders, therefore, sought security by increasing 
the amounts of their immediately available cash 
The Bank directors were compelled to a sudden 
withholding of accommodation in order to protect 
their establishment. The discount of commercial 
bills of unquestionable credit was refused ; and for 
some days the monetary pressure was more severe 
than any which had previously occurred since the 

panic of 1825. 
It is an extraordinary fact, and one which demands 

the most serious consideration, that during the greatest 
intensity of the monetary panic in April 1847, the 
amount of the advances of the Bank in aid of com¬ 
merce was very considerably greater than in 1845— 
the year of the greatest commercial prosperity which 
the country had ever seen. The highest and lowest 
am omits of the private securities, representing the 

extent of the accommodation afforded to commerce 
were, in 1845, 16,329,000/. and 8,561,000/.; and 
in April 1847, 18,627,000/. and 16,079,000/.: the 
lowest amount of aid afforded to commerce during 
the panic of April 1847, being equal, within 250,000/., 
to the highest amount afforded during the most pros¬ 
perous year in the annals of British commerce. These 
figures demonstrate, that the commercial pressure 
and the monetary panic of April 1847, were not 
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caused by a diminution of the customary accommoda¬ 
tion afforded by the Bank. The depression was the 
necessary sequence of a diminution of the national 
capital; and the panic was the natural result of the 
abortive efforts of the Bank to supply the loss of 
capital by a departure from the rules of legitimate 
banking. Those who contend that the commercial 
pressure of 1847 was caused by a contraction of the 
circulation and a diminution of banking accommoda¬ 
tion, are not only oblivious of the fact that that 
pressure was accompanied by a larger circulation and 
by a more extended accommodation than had existed 
or had been granted in periods of prosperity, but 
maintain the absurdity that a nation may lose a part 
of its wealth without any portion of the loss falling 
on the individuals who compose the nation. Had the 
Bank directors possessed a mine of virgin gold beneath 
their vaults, from which they could have advanced 
the capital required to purchase foreign corn and pay 
up railway calls, they might have averted the com¬ 
mercial pressure. But as they could not create an 
article of export which would purchase in foreign 
markets the commodities required to balance our 
diminished production and increased consumption; 
as they had no power of creating additional capital; 
as their functions were strictly limited to loaning 
out that portion of the diminished capital of the 
country which was placed at their disposal—no effort 
of theirs could by possibility have prevented indivi¬ 
dual members of the community from participating 
in the loss of wealth which the community at large 
had suffered. 

In a country in which trade is conducted upon an 
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extensive system of credit, every temporary diminu¬ 
tion of the national capital, whether arising from a 
deficient harvest or other cause, must be followed by 
a proportionate extent of insolvency amongst the 
commercial community. Every observer of passing 
events must have witnessed examples of the inevitable 
process. A wholesale merchant in good credit, and 
with a money capital of 10,000/., may purchase goods 
to the value of 100,000/., making his payments in 
bills of exchange, and may sell those goods at a profit 
to retail dealers, receiving his payments in bills of 
exchange. If the two sets of bills should have been 
drawn so as to fall due about the same time they will 
balance each other: the merchant, making the bills 
he granted payable at his bankers, and endorsing to 

his bankers the bills he received, might adjust the 
whole of the transactions without finding it necessary 

to draw a single cheque against his cash account. 
The process may be repeated. While trade is pros¬ 
perous and confidence unimpaired, a money balance 
of 10,000/. may prove adequate to the conducting 
of transactions to the extent of 200,000/. or 400,000/. 
But a deficient harvest occurs; the increased price 
of food diminishes the consumption and reduces the 
value of the goods in which the merchant dealt; the 
retail dealers delay to renew their purchases, and 
some of them are unable to provide for the bills they 
passed for purchases already made; the bills which 
the merchant has endorsed to the bank no longer 
balance those he has made payable there; the dif 
ference must be drawn from his cash balance; the 
depression in trade increases; his transactions have 
been so extensive that his outstanding bills amount 
to 200,000/., while, from the fall in prices and the 
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defalcation of the retail dealers, the good bills which 
he holds on account of the resale of his goods amount 
to no more than 180,000/.: the difference is twice 
the amount of his money capital, and he becomes 
insolvent. 

It is evident that, in cases analogous to that above 
described, no possible extent of credit or of banking 
accommodation can avert insolvency. When the 
amount of the wholesale merchant’s acceptances ex¬ 
ceeded that of the bills he had received on the resale « 
of his goods, he might have continued in business, 
although in a state of insolvency, had he been able 
to discount the latter before the former became due: 
but such aid, instead of averting ultimate insolvenc}r, 
would have increased his losses by the amount of the 
discount paid. Other means of continuing an illegiti¬ 
mate trade, and postponing the ultimate result, might 

' be resorted to. Purchases might be increased, not 
with the view of realizing profit, but for the purpose 
of keeping up a cash balance by resales at short 
credit and reduced prices; and this fraudulent, yet 
losing process, might be prolonged through the aid of 
incautious bankers, to the certain injury of themselves, 
of the honest trader, and of the community at large. 4 

When there is a diminution of floating wealth—of 
the vendible commodities of the country—there must 
be an inevitable loss somewhere; and that inevitable 
loss necessarily falls in the first instance upon that 
portion of the trading community whose credit trans¬ 
actions have been most extensive in relation to the 
capital at their command. And when, from the fall 
of prices, the loss of those whose purchases have been 
made upon credit exceeds their reserve of capital, 
advances from banks to be repaid with interest serve 
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but to increase the losses which must ultimately fall 
upon their creditors. Nor is this all. When the 
loanable capital placed at the disposal of bankers is 
advanced to insolvent traders, the accommodation to 
solvent houses, whose assets, though not immediately 
available, exceed their liabilities, is diminished ; and 
such houses, for want of the aid thus mischievously 
misapplied, may be driven to an otherwise unneces¬ 
sary sacrifice of property, or compelled to suspend 
payment. When the floating wealth—the vendible 
commodities—of a credit-dealing country suffer dimi¬ 

nution, a commercial pressure, involving the less 
stable portion of the trading community in inex¬ 
tricable difficulties, is an inevitable evil, which cannot 
be mitigated, but, on the contrary, must be aggra¬ 
vated, by a departure from the rules of legitimate 
banking to save insolvents from insolvency. 

It has been urged that during the commercial and 
monetary pressure of April 1847, the directors of the 
Bank of England were compelled to depart from the 
rules of legitimate banking, by the necessity under 
which they were placed of advancing the dividends 
upon the public debt then falling due. This is dis¬ 

proved by the ‘ Gazette' returns. On the 27th of 
March, the Government deposits were 6,616,000/., the 
Government securities 11,990,000/., and the private 
securities 17,824,000/. Now, the directors were fully 
aware that during the ensuing four weeks, the de¬ 
mands of Government, on account of the dividends 
and of the ordinary public expenditure, would con¬ 
siderably exceed the receipts on account of the 
revenue during those weeks, and' that a heavy drain 
must consequently fall upon the Government deposits. 
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With perfect foreknowledge of the demands which 
must be made upon their coffers, it was the obvious 
duty of the directors to have so arranged their loans 
from the public money intrusted to them, that the 
securities upon which they were advanced should have 
fallen due as the dividends were drawn out. The 
directors adopted a directly opposite course. As the 
payment of the dividends approached, their advances 
upon securities were not diminished, but increased. 
From the 20th of February to the 10th of April, the 
public securities were increased from 11,990,000/., 
to 13,574,000/., and the private securities from 
15,039,000/. to 18,136,000/. By this most improvi¬ 
dent increase of securities, the reserve of coin and 
notes in the banking department was reduced from 
6,732,000/.—its amount on the 20th of March—to 
3,464,000/. on the 10th of April. It is palpable, on 
the face of the 4 Gazette ’ returns, that this unsafe 
position was in no way caused by advances to Govern¬ 
ment on account of the dividends. The directors 
made no advances to Government. On the 3rd of 
April the public deposits held by the Bank amounted 
to 6,000,000/.; and on the 1st of May, after the 
dividends had been paid, their deposits still amounted 
to 2,299,000/. Thus the Bank did nothing more 
than return to the public 3,721,000/. out of the 
6,000,000/. of the public money intrusted to its 
keeping; still holding a balance of 2,299,000/.—a 
balance which it might safely employ as loanable 
capital, from the certainty that so far from its being 
drawn out for Government purposes, it must, during 
the next ensuing three months, be steadily increased 
from the accumulating proceeds of the revenue. 
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When the directors of the Bank of England 
increased their securities in March, they knew the 
amount of the dividends to be paid in April; they 
knew the average amount of the ordinary public 
expenditure, and they also knew the average amount 
of the inflowing revenue; and knowing all these, 

they could not but know that in the first three weeks 
of April there must be a diminution in their Govern¬ 

ment deposits of nearly 4,000,000/. Under these 
circumstances, the rules of legitimate banking required 
that this demand upon their deposits should have 
been provided for by such a diminution of the 
securities as would have maintained their reserve 
at a safe proportion to their liabilities. Had they 
abstained from increasing these by about 3,000,000/. 
between the 6th of March and the 10th of April, or 
had they in the first week in April sold securities to 
that amount, they would have maintained their 
reserve at a safe proportion to their liabilities, and 
would have prevented the occurrence of an inevitable 
pressure from being accompanied by a gratuitously- 
inflicted panic. 

It has been urged in defence of the Bank, that if it 
were, at a time of monetary pressure and under a 
heavy drain upon its deposits, to adhere to the rules 
of legitimate banking, and to recruit its reserve by 
a sale of securities, the pressing of securities upon 
a declining market would reduce their value to an 
extent most injurious to public confidence and to 
commercial credit. The answer to this defence is, 
that when the floating wealth—the vendible com¬ 
modities of the country—have suffered a serious 
diminution, and when, as a necessary consequence, 



92 ON THE ORIGIN, OBJECT, AND OPERATION 

the deposits of the Bank are reduced under a drain of 
bullion, one of the most effectual means by which the 

national loss can be replaced, and public confidence 
restored, is a fall in the value of securities. The 
relative value of the public securities of different 
countries is determined by the relative degrees of 
credit which different countries possess in the estima¬ 
tion of the capitalists of the world. When, from any 
temporary disaster, the value of the securities of any 
particular country fall below their relative value as 
thus determined, foreign capital flows in for profitable 
investment. This influx of capital is a restorative—a 
replenishing process; and any attempt to arrest it by 
withholding securities from the market, can have 
no other effect than that of prolonging the exhaustion 
of which it is an appropriate, and to whatever extent 
it may be carried, an effectual, remedy. Besides, 
when there is a diminution in the floating capital of 
the country, creating a demand upon deposits, the 
Bank has not the power to prevent the sale of a 
portion of its securities. All it can do is to suspend 
their sale in order to render it more sudden and 
extensive. This is most distinctly shown by the 
4 Gazette ’ returns. The securities which stood at 
31,710,000/. on the 10th April, were reduced to 
20,840,000/. on the 1st of May; being a reduction of 
nearly 5,000,000/. in twenty days. Had the directors 
not perilled their stability by failing to bring their 
securities gradually to market to replenish their 
reserve, this abrupt contraction of banking accommo¬ 
dation, and consequent paralysis of monetary transac¬ 
tions, could not have occurred. 

That the aggravated commercial pressure, which 
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occurred in April 1847, was caused, not by any 
contraction of the circulation,—not by any diminution 
in the means of banking accommodation, beyond the 
proportion in which the national wealth had declined, 
—but solely and entirely by the capricious and fitful 
manner in which the inevitably diminished amount 
of loanable capital was unduly advanced and suddenly 
withdrawn, is fully established by the fact, that 
confidence recovered as rapidly as it had declined. 
On the 1st of May, the deposits, representing the 
amount of loanable capital over and above that of the 
Hank proprietary, placed at the disposal of the 
directors, had sunk to 11,611,000/. On the 5th of 
June it reascended to 15,923,000/., and on the 26th 
of June to 17,717,000/., the amount within less than 
200,000/. at which it had stood on the 2nd of January. 

The rapid increase in the private securities represent¬ 
ing the amount of accommodation afforded to com¬ 
merce, and in the reserve of coin and notes in 
the banking department, representing the stability 
of that branch of the establishment, was equally 
remarkable. On the 5th of June the private 
securities had risen from 16,113,000/., their amount 
on the 1st of May, to 17,085,000/., and on the 26th 
of June to 18,315,000/., while, within the same 
period, the reserve of coin and notes had risen from 
3,572,000/. to 5,891,000/., and to 6,475,000/. 

Here an important question demands consideration. 
On the 26th of June, the amount of the circulation out 
of the walls of the issue department exceeded its 
amount on the 1st of May by no more than 1,170,000/.; 
while in the banking department, the amount of the 
deposits and of the reserve of notes on this same 26tli 
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of June exceeded tlieir amounts on the 1st of May by 
6,106,000/. and 2,884,000/. The curious and im¬ 
portant question which demands our consideration 
is, how did it come to pass that an increase of the 
circulation out of the walls of the issue department, 
to the amount of only 1,170,000/., was accompanied 
by an increase of the deposits and reserve in the 
banking department to the amount of 8,990,000/.? 
Now, the only answer which can be given to this 
question is, that the currency had ceased to circulate 
as confidence collapsed under the mismanagement of 
the Bank, and that its circulation was restored as 
confidence revived. When the Bank, after having, 
during the three previous months of the year, and 
while its bullion was steadily flowing out, continued 
to increase its securities and to reduce its reserve, 
was compelled, on the 17th of April, to publish an 

account which no private bank could have exhibited 
without inviting insolvency, merchants, bankers, 
discount houses—all, in fact, who had engagements to 
provide for—sought to strengthen their position by 
contracting their engagements and hoarding their 
cash. And when the consequent fall in the value of 
securities, and in the prices of commodities, caused 
an influx of foreign capital, and an increased demand 
for goods for exportation, the hoards were returned to 
the channels of circulation. 

During the months of May and June the bullion in 
the issue department, and the deposits, the reserve, 
and the private securities in the banking department, 
continued to increase. In July, however, the process 
was reversed, and the signs of impending danger 
again became apparent. Between the 3rd of July 
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and the 7th of August, the bullion had fallen 
from 9,562,000/. to 8,634,000/., the deposits from 
17,706,000/. to 13,456,000/., and the reserve of notes 
from 5,156,000/. to 3,946,000/. Under these circum¬ 
stances, the Bank directors adopted the wise precau¬ 
tion of diminishing their private securities and raising 
the rate of interest from 5 to 5i. The railways were 
rapidly absorbing the circulating capital of the 
country, and outbidding commerce in the discount 

market. Bankers were deprived of the power of 
affording the customary accommodation to trade, by 
the withdrawal of deposits to pay up railway calls. 
In Scotland, persons who had obtained cash credits 
with the banks drew against their credits, in order 
that they might reloan the borrowed capital on 
railway securities, at a higher rate of interest than 
that which they paid to the banks. The banks 
checked the practice by contracting their cash credits, 
and appropriating to themselves the higher rate of 
interest obtainable upon railway securities. 

While the customary accommodation was thus 
withdrawn from trade, circumstances occurred which 
rendered that withdrawal peculiarly embarrassing. 
The rapid conversion of floating to fixed capital, the 
destruction of a large proportion of the national 
subsistence, the enormous outlay in the purchase of 
foreign provisions, and the unprecedented extension 
of credit transactions, had induced such a complica¬ 
tion of industrial derangement, that the remedies 
essential to permanent restoration could not be 
brought into operation without exciting a temporary 
paroxysm of intenser suffering. The blessing of an 
abundant harvest brought down the price of corn 



96 ON THE ORIGIN, OBJECT, AND OPERATION 

from 102<s. to 48s. per quarter, and occasioned a most 
distressing amount of individual loss. Houses long 
established, and supposed to be possessed of the most 
ample resources, stopped payment. At first it was 
believed that the failures would be confined to the 
corn trade; but it was soon discovered that over¬ 
speculation and consequent insolvency had extended 
to other branches. During the month of September, 
failures of houses engaged in various departments of 
commerce took place in rapid and melancholy suc¬ 
cession.* 

These failures excited not merely surprise, but 
astonishment. A few weeks before, the merchants, 
bankers, and traders of London had presented a 
petition to Parliament, affirming that there was “ no 
undue extension of the ordinary commerce of the 
country, or any spirit of speculation or overtrading 
afloat, so far as the trading interest was concerned.” 
The failures of September and October disclosed the 
otherwise incredible fact, that this petition, averring 
that there was no spirit of speculation or overtrading 
afloat amongst the trading interest, bore the signature 
of parties who had been speculating and overtrading 
to an unexampled extent,. who had been for years 
insolvent, and whose liabilities exceeded their assets 
in a proportion so enormous as to prove that their 
purchases upon credit must have been effected, not 
with any view of realizing a profit, but for the purpose 
of discounting bills to be obtained upon the resale of 
the merchandise thus surreptitiously acquired. The 
London petition, speedily followed as it was by the 
utter falsification of its statements, shook commercial 

# Speech of the Chancellor of the Exchequer. 
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confidence to its centre. The questions current in 
the City were, who can be safely trusted ? and what 
establishment will be the next to stop payment? 
Bankers, who had been in the habit of placing their 
balances in the hands of bill-brokers, locked up their 
cash in their own drawers. The discount houses were 
thus deprived of the means of affording the accustomed 
accommodation to trade. Two bill-brokers stopped 

payment; two others were nearly paralyzed; and 
the remaining houses, for the purpose of securing their 
own position, were obliged seriously to contract, if 
not altogether to suspend, their usual advances; and 
thus the whole business of the discount market was 
thrown upon the Bank of England. The pressure 
upon the Bank was so intense, that although the usual 
demand for accommodation had not exceeded 20,000/., 
30,000/., or 70,000/. a-day, the call for loans on the 
29th of September amounted to 149,000/., and on the 
30th to 362,000/.* 

Under these accumulating difficulties the Bank 
directors redeemed, as far as in them lay, the error 
into which they had fallen in the early months of the 
year. Earlj7 in September they advanced to the 
public the Government balances in their hands, 
adopting the precaution of so limiting the period of 

their loans as to make them repayable in sufficient 
time to provide for the October, dividends. This 
salutary precaution, imperatively necessary as it was, 
in order that faith might be kept with the public 
creditor, was regarded by the unreflecting portion of 
the mercantile community as a measure of injurious 
and unjustifiable stringency. This condemnation was 

* Speech of the Chancellor of the Exchequer. 

II 
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inconsistent and irrational. In April the directors 
had been censured, and justly censured, for having 
reduced their reserve below the measure of security, 
and perilled public faith by not so limiting the period 
of their advances from the Government balances as to 
have them returned as the dividends fell due; and 
now that they had corrected their former mistake, 
conformed to the rules of legitimate banking, and 
secured the means of keeping faith with the public 
creditor, the former censure was most inappropriately 
revived. In October, as in April, there was panic. 
But the two panics originated in widely-different 
causes. That in April was produced by the publica¬ 
tion of an account exhibiting a dangerous diminution 
of the Bank reserve; that in October was produced 
by the astounding disclosure that establishments of 
the highest standing had been long engaged in a 
system of ruinous overtrading, and that parties who 
had been looked up to as the merchant princes of the 
land, and against whom a breath of discredit was 
never cast, had not been solvent within the memory 
of a living partner. But at both periods there was 
monetary pressure; and the mercantile community 
were not in that calm and dispassionate mood which 
might have enabled them to trace the dissimilar 
causes of the similar effects. They had been falsely 
told by the concoctors of the London petition that 
there was “ no undue speculation or overtrading 
afloat,” and that “ the Bank of England was 
restrained by legislative enactment from giving those 
facilities by which, when duly supported, commercial 
dealings rectify the derangement produced by tem¬ 
porarily disturbing causes.” The whole of the daily 
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press of the metropolis,* with one glorious exception, 
echoed the cry that the commercial collapse was 
caused by the contraction of the currency and the 
limitation of banking accommodation which had been 
enforced by the Act of 1844. It was in vain that 
the 4 Gazette’ returns demonstrated from week to week 

that the amount of the circulation in the hands of the 
public, and the extent of accommodation afforded by 
the Bank, were greater than they had been during 
periods of the greatest prosperity; and it was all in 
vain that the most influential journal in the civilized 
world, in a series of articles of unrivalled power, 
reiterated the salutary though melancholy truth, that 
the commercial collapse had been caused, not by a 
deficiency of paper money, but by the destruction 
and absorption of commercial capital. The pearls 
were cast before swine. The cry was still, 44 The 
44 commerce of the country cannot be carried on if the 
44 continuance of the facility of discounting legitimate 
44 commercial bills be practically withdrawnthe 
existing law, 44 instead of sustaining public confidence 
44 —the vital element of a commercial body—has 
44 shaken it to its centre.” As 44 the great commercial 
44 revulsions of 1825 were traced to the Bill of 1819,” 
and as every man who had chanced to impair his 
fortune by absurd and hazardous adventures found a 
salve for his self-reproaches in attributing to the Act 
the consequences of his own folly and improvidence, 
so, with a like disregard of the relation of cause and 
effect, the commercial revulsions of the present year 

* Some admirable papers on the Currency, of which I have freely availed 

myself, appeared in the ‘ Spectator.’ The principles of the Act were also 

ably defined by the ‘ Examiner.’ 

H 2 
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were attributed to the complementary Act of 1844. 
And, again to borrow the appropriate language of Mr. 
Fullarton—“ There were no bounds to the vehemence 
“ with which those whose interests were touched em- 
“ braced and propagated opinions the most monstrous.” 

As prophecies have sometimes been the causes of 
their own fulfilment—as fear creates the danger it 
apprehends—so the popular delusion, that the circula¬ 
tion had been forcibly contracted, realized the ideal 
mischief. The belief that money was scarce made it 
scarce. The declaration of the merchants, bankers, 
and traders of London, that commercial confidence 
was shaken to. its centre, shook it to its centre, and 
made falsehood truth. 

Thus was superinduced a panic scarcely less intense 
than that of 1825. About the middle of October the 

Royal Bank of Liverpool failed; and although that 
failure was caused by the grossest mismanagement, 
yet its occurrence aggravated the prevalent distrust, 
and shook the credit of other establishments. Another 
bank in Liverpool, and also the North and South 
Wales Bank, stopped payment, and great, although 
groundless, apprehensions were entertained regarding 
the solvency of an eminent broker in that town. The 
contagion spread. A bank in the West of England 
failed*, the Union Bank of Newcastle-upon-Tyne 
stopped payment; and there was a severe run upon 
the district bank of that town, an establishment of 
the most undoubted solidity, but which could not 
have made its resources immediately available so as 
to have averted a suspension of payment, had it not 
been sustained by advances of an almost unlimited 
amount from the Bank of England. 
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The panic was fearfully aggravated by an applica¬ 
tion for assistance to the Bank of England from some 
banks in Scotland. It had always been supposed 
that the banks of Scotland rested on so secure a 
footing as to be able to take care of themselves, and 
that it would never be necessary for them to ask 
assistance from the Bank of England. But whether 
it was that their customers were drawing out their 
deposits, or that they themselves, under the tempta¬ 
tion of the high rates of interest offered by railway 
speculators, had unduly diminished their reserves, 
they found it necessary to resort to the Bank of 
England for aid in rendering their securities imme¬ 

diately available. 
Although a departure from the rules of legitimate 

banking may create a panic, yet an adherence to 
those rules cannot of itself arrest the progress of a 
panic after-' it has set in. Exceptional cases may 
arise, in which a temporary relaxation of ordinary 
rules, instead of aggravating distrust, may contribute 
to the restoration of confidence. Under no state of 
the law, and under no system of banking, can banks, 
whether of deposit or of issue, pay the whole of their 
liabilities on demand. All banks, including the Bank 
of England, must stop payment under a panic terror 

so extensive and intense as to cause a simultaneous 
drawing out of the whole, or a large proportion of 
their deposits. When, in periods of monetary panic, 
the withholding of extended accommodation would so 
aggravate the prevalent pressure and alarm as to 
increase the run upon deposits, the granting of such 
accommodation may become a measure of wise pre¬ 
caution, even although its immediate effect should be 
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to diminish the reserve of the Bank below the safe 

proportion. In such extreme and exceptional cases 
timely advances to any amount within the competence 
of the Bank might prevent the withdrawal of deposits 
to a still greater amount, and thus render the position 
of the Bank more stable than before. Bankers must 
always expose themselves to more or less of danger 
by reducing their reserves below the proportion 
prescribed by the rules of legitimate banking; but 
in periods of panic they may expose themselves to 
still greater danger by attempting to maintain their 
reserves at the proportion so determined. Upon the 

self-same principle upon which the rules of banking 
are founded, a departure from them in periods of 
extreme monetary pressure may become not only 
expedient but necessary. 

On the grounds which have now been stated, it 
must be admitted that there is much to be said in 
defence of the course pursued at this period by the 
Bank, in making advances, otherwise of an excep¬ 
tional character, for the special purpose of arresting 
panic by sustaining the credit of provincial banks, at 
the hazard of an undue diminution of their own 
reserve. On the 30th of October their reserve was 
reduced below 2,000,000/., against liabilities amount¬ 
ing to 14,200,000/.; and it was believed that, at 
a later period, the coin and notes in the till of the 
banking department fell short of 1,000,000/. A 
further diminution of the reserve might have led 
to the stoppage of the banking department. The 
directors intimated to the Government that they 
could not, without compromising the security of their 
own establishment, go on rendering assistance to the 
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various parties, both banks and private concerns, 
in England and Scotland, from which the most press¬ 
ing applications were made to them. Promptly and 

effectually the Government interfered. The First 
Lord of the Treasury and the Chancellor of the 
Exchequer recommended that the Bank should in¬ 

crease its issues upon securities beyond the amount 
of the 14,000,000/. prescribed by the Act, engaging, 
at the same time, to introduce a Bill of Indemnity in 
the event of a violation of the law. The effect was 
magical. The panic was at an end. 

The inference to which the facts thus briefly re¬ 
corded naturally lead are instructive and interesting. 

It would seem to be a self-evident conclusion from 

these facts, that the commercial revulsion was not 
caused by a contraction of the circulation. On the 
13th, 23rd, and 30th of October, during the greatest 
intensity of the monetary pressure, the circulation in 
the hands of the public was respectively 20,394,000/., 
19,359,000/., and 20,309,000/., being equal, to within 
about 200,000/., of the actual circulation during the 
corresponding weeks of January before the commercial 
pressure had commenced; while the private securities 
which represented the extent of the advances of the 
Bank in support of commercial credit, and which had 
been only 12,700,000/. in the three last weeks of 
January, swelled to 19,900,000/., 18,000,000/., and 
19,400,000/., in the corresponding weeks of October. 

It has been contended that, although the circula¬ 
tion in the hands of the public, and the aid afforded 
to commerce by the Bank, were greater during the 
intensity of the pressure than they had been in 
periods of high confidence, yet that that pressure was 
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materially aggravated by tlie knowledge on the part 
of the public, that as the Bank could no longer meet 

the demands on its deposits by unlimited issues, it 
was deprived of the power of supporting commercial 
credit by indefinite advances. But it must be appa¬ 
rent, upon a dispassionate review of the facts, that 
the knowledge on the part of the public and of the 
Bank directors, that unlimited issues and indefinite 
advances were no longer practicable, so far from 
having increased the monetary pressure, saved the 
Bank of England from insolvency, and the country 
from the disgrace and the anarchy which that insol¬ 
vency would have involved. Had the Bank retained 
the power of recruiting its reserve by increasing its 
issues upon securities, it could not, by any possible 
exercise of that power, have maintained the circula¬ 
tion at a higher amount than that determined by the 
monetary equilibrium of the commercial world. The 
sole result, as far as regards the amount of the circu¬ 
lation, would have been that the issues upon bullion 
would have decreased as the issues upon securities 
increased. Had the Bank persisted through the 
month of April in the course which it had steadily 
pursued from January to that time, the result here 
stated must have ensued. The bullion would have 
all disappeared, and suspension would have become 
inevitable. That the Bank did not so proceed, and 
that suspension did not occur at the end of April, or 
in the course of the following month, is solely attri¬ 
butable to the Act of 1844. 

Persons ignorant of the necessary and natural law 
which governs the amount at which a convertible 
currency can be maintained, have occasionally con- 
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tended that, had it not been for the Act of 1844, the 
Bank might have supported commercial credit by 
increasing the circulation by the amount of the bullion 

in the issue department; and that it was as absurd as 

it was injurious to contract the currency while there 
were eight or nine millions of treasure locked up in 
the vaults of the Bank. Now, whatever the amount 
of treasure in the vaults of the issue department, that 

amount was, under the provisions of the Act, repre¬ 
sented by an equal amount of bank-notes out of the 
walls of the issue department. An increased kissue, 
equal to the whole amount of the bullion, could not 
have added a single note to the maintainable amount 
of the circulation. To whatever extent a further 
amount of notes might have been issued, to the same 
extent bullion would have been displaced and ex¬ 
ported, until there remained no bullion, but securities 

alone, to represent the whole amount of the notes 
issued. This would have been a repetition of the 
vicious process by which the bullion was reduced to 
almost total exhaustion in 1825, and again in 1837 
and 1839 ; and the necessity of obviating which 
caused the discussions which terminated in the passing 
of the Act of 1844. 

It is sometimes affirmed that the Act of 1844 has 

been a failure, because, on the first occurrence of one 
of those monetary panics which it was its object to 
avert, the Government was compelled to authorize its 
suspension. The affirmation betrays an utter igno¬ 
rance of the objects of the Act. These objects were 
to secure the convertibility of the bank-note, and to 
cause our mixed currency of coin and notes to vary 
in amount and in value as a purely metallic currency 
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would have varied. These objects, as is shown in 
the preceding chapter, have been completely fulfilled. 
The following passage from a masterly tract by Lord 
Overstone, published in 1844, will establish the 
fact, that the prevention of panic was no object of the 
Act:— 

“ To guard against commercial convulsions is not 
“ the direct or real purpose of the Bill. To subject 
“the paper issues to such regulation as shall secure 
“their conformity in amount and value with, and, 
“ consequently, their immediate convertibility at all 
“times into, metallic money, is the purpose to which 
“ the provisions of the measure are avowedly directed; 
“and if the Bill further exerts any indirect influence 
“ in restraining the oscillations of commercial excite- 
“ ment or the fluctuations of prices, it can only do 
“this to the extent to which mismanagement of the 
“ circulation has hitherto, under the existing system, 
“been the means of originating or fomenting these 
“ evils. It has, however, been urged, as an objection 

“to this measure, that it will not effectually prevent 
“the recurrence of commercial revulsions. The 
“answer to this cannot be so well given as in the 
“ words of one of the ablest supporters of the measure, 
“ to whose unwearied industry, singularly acute per¬ 
ception, and sound philosophic views, as Chairman 
“ of the Parliamentary Committee of Inquiry, the 
“ public are mainly indebted for the successful con- 
“ duct of that investigation, and for whatever public 
“ benefit may result from it:—‘I anticipate from the 
“ adoption of this measure a less fluctuation in the 
“ amount of the circulation—a less fluctuation in the 
“ range of prices; but I am not so unreasonably 
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“ sanguine as to suppose that it will put an end to 
“ all speculation and to all miscalculation in commer- 
“ cial matters. Prices will necessarily vary according 
“ to the relative supply and demand for commodities 
“ at various times. Speculators will make mistakes 
“ in their calculations as to the amount of the supply 
“and the urgency of the demand. Prices may be 
“ unnaturally forced up, and individuals may be 
“ ruined in the collapse. All this cannot be put an 
“ end to, so long as competition exists in trade, and 
“ hope of gain influences human minds; but it is no 
“ reason why we should not remedy what is in our 
“power because we cannot attain everything. We 
“ can prevent an additional stimulus being given to a 
“ rise of prices and undue speculations, by the influ- 
“ ence of an ill-regulated currency ; and this it is the 
“ duty of the Legislature to attempt/ 

To the high authority of the present Chancellor of 
the Exchequer, Lord Overstone adds that of Mr. 
Huskisson:—- 

“ The consequences of sudden alarm cannot be 
“ measured : they baffle all ordinary calculation. 
“ Cash is then withdrawn, not because the circula- 
“ tion is excessive, but by the country banks and the 
“ town bankers, for the purpose of meeting possible 
“ demands upon them ; and by the community at 
“ large, either directly from the Bank or indirectly 

“ through the former channels, for the purpose of 
u hoarding, from the dread of some imaginary or con- 
“ tingent danger. In such a crisis every reduction in 
“ the amount of bank paper is so far from checking 
“ the drain that it aggravates the general distress; 

* Thoughts on the Separation of Departments, pp. 4, 5. 
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“ because the gold which is taken out of the Bank, 
“ instead of being substituted in circulation for the 
“ notes withdrawn from it, is for the most part locked 
“up: and thus, in proportion as the stagnant and 
“ straitened circulation wants life and aid, it be- 
“ comes every day more embarrassed, whilst each 
“ new calamity produced by such a state of things 
“ contributes to spread and increase the general ap- 
“ prehension. It is therefore manifest, that, by a 
“ possible combination of circumstances, the Bank 
“ might be driven to part with its last guinea, not 
“ only without having checked the drain, but with the 
“ certainty of increasing it in proportion as the 
“ amount of their notes was diminished. At such a 
“ moment, the preservation of the Bank from actual 
“ failure, though an important, is but a secondary 
“ consideration—that of the country is the first. The 
“ possible cases, however, which may call for such an 
“ intervention of power, are not capable of being 
“ foreseen or defined by law. The necessity may not 
“ occur again; if it should, the application of the 
“ remedy must be left to those who may then be at 
“ the head of affairs, subject to their own respon- 
“ sibility and to the judgment of Parliament.” 

Advocates and opponents of the Act of 1844 admit, 
with one accord, that there had occurred in October 
1847 a crisis, the remedy for which was to be sought, 
not in the provisions of the existing law, but through 
an interposition of power on the part of those who 
were at the head of affairs, subject to their own 
responsibility and the judgment of Parliament. That 
the interposition of the executive authority had be¬ 
come necessary is not denied. Questions, neverthe- 



OF THE ACT OF 1844. 109 

less, continued to be raised regarding the time, the 

manner, and the consequences of that interposition. 
On these, some brief observations may be required :— 

1st. It has been contended that Government ought 
to have interposed at an earlier period of the year. 
Now, the effects of an earlier relaxation of the pro¬ 
visions of the Act would have been, that insolvent 
establishments would have been enabled to protract 
their overtrading, to increase the already enormous 
amount of their liabilities, and to involve a wider 
circle of creditors in their ultimate and inevitable fall; 
that there would have been a more rapid and exten¬ 
sive conversion of circulating into fixed capital, a 
greater withdrawal of banking accommodation from 
the support of trade, a less production of domestic with 
a greater consumption of imported commodities, and a 

more unfavourable balance of foreign payments ; that 
every additional note which might have been issued 
by the Bank would have caused an abstraction of 
bullion from its coffers to an equivalent amount; and 
that Government would have been compelled to resort 
to a second and more violent exercise of power, for 
the purpose of averting national bankruptcy, by a 
suspension of cash payments. 

2nd. The origin of the crisis was traced to two 
different sources: one party contending that the panic 
was caused by a deficiency in the circulation, another 
party maintaining that the deficiency in the circula¬ 
tion was caused by the panic. In this divided state 
of public opinion, the measure adopted by Government 
was the most judicious which could have been devised. 
It was calculated not only to mitigate the monetary 
pressure, but to decide, by actual results, the contro- 
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verted question regarding the cause in which that 
pressure had originated. 

The contraction and pressure which actually oc¬ 
curred in the spring was only just sufficient to stop 
the drain of bullion, and keep the exchanges in equi¬ 
librium. The severer crisis of October was absolutely 
necessary for the effectual rectification of the ex¬ 
changes ; and it was only after that rectification had 
been effected that the Government interference could 
have been safely resorted to. Had it been resorted 
to earlier, it would have prevented the correctives 
which brought the exchanges into a safe state in 
October, and suspension would have been the con¬ 
sequence. 

Whether the pressure had been caused by the 
restriction imposed by the Act on the issues of the 
Bank, or by a withdrawal of the circulation under the 
influence of alarm, the power of unlimited issue given 
to the Bank, under the recommendation and guarantee 
of Government, would have been equally effectual in 
removing it. Now, had the pressure originated in a 
deficiency in the bank-note circulation, it could not 
have been removed, unless that deficiency had been 
supplied by the actual exercise of the power of un¬ 
restricted issue conferred upon the Bank ; but it was 
relieved without the exercise of the extra legal power 
intrusted to the Bank. The knowledge of the ex¬ 
istence of an unlimited power to increase the circula¬ 
tion dissipated the alarm under which the circulation 
had been contracted. As soon as the Government 
measure was announced, “ thousands and tens of 
“ thousands were taken from the hoards; some from 
“ boxes deposited with bankers, although the parties 
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“ would not leave the notes in their bankers’ hands ; 
“ large parcels of notes were returned to the Bank of 
“ England, cut into halves, as they had been sent 
“ into the country; and so small was the real demand 
“ for additional notes, that the whole amount taken 
“ from the Bank, when the unlimited power of issue 
“ was given, was under 400,000/.”** By a masterly 
and most successful stroke of financial policy the 
monetary pressure was relieved, and the unsettled 
question regarding its origin and its character practi¬ 
cally solved. 

3rd. The ultimate effect of the interposition of 
Government upon our monetary system may not be 
unimportant. The only objection worthy of serious 
consideration urged against the Act of 1844 was that 

contained in* the memorial of some of the London 
bankers, praying for the introduction of a special 
clause to facilitate the suspension of the operation of 

the Act in periods of peculiar pressure on the money 
market. Lord Overstone, in the publication before 
referred to, gave, in the words of Mr. Huskisson, a 
sufficient—it may now be said, a prophetic—answer 
to the objection : “ Should a crisis ever arise, baffling 

“ all ordinary calculation, and not amenable to ordinary 

“ principles, the remedy must be sought, not in the pre- 
“ vious provisions of the law, but in the discretion of those 

“ who may be then at the head of affairs, on their own 

“ responsibility, and subject to the judgment of Par- 

“ liament.” That this was the true answer to the 
memorial of the London bankers has been verified by 
actual results. A crisis, baffling all ordinary calcula¬ 
tions, had occurred—the contemplated interposition, 

* Speech of the Chancellor of the Exchequer. 
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on the responsibility of ministers and subject to the 
judgment of Parliament, was effected ; and the panic 
was made to subside without its having been found 
necessary to resort to an actual violation of the pro¬ 

visions of the law. 
The event has proved, that a provision investing 

the executive with the power to suspend the opera¬ 
tions of the law would have been unnecessary; but 

this is not all. Such a provision, as was distinctly 
shown by Lord Overstone, would have been not only 
unnecessary but mischievous. It is one thing for 
the ministers of the Crown to suspend the opera¬ 
tion of a law in virtue of a special authority derived 
from Parliament ; and it is another, and quite a 
different thing, for a minister to violate the law upon 
his own responsibility, subject to the judgment of 
Parliament. The former course might be adopted in 
the absence of any very stringent necessity, under a 
moderate pressure from without; the latter course 
could not be resorted to in a constitutional country, 
except in cases of real emergency, in which the public 
safety required a prompt interposition on the part of 
the executive authority. Unless we could be assured 
that the integrity of our monetary system will be ever 
defended against the assaults of popular delusion by 
Courage standing on the rock of Science, the en¬ 
grafting of a suspensive provision on the Act of 1844 
might lead to the most injurious tampering with the 
currency. 

The demand for relaxation in April was such as no 
Government could have resisted, had it been invested 
with a legal power to relax. Yet it is perfectly clear, 
that relaxation at that time would have been not only 
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highly injurious, but absolutely fatal. Suspension 
of cash payments would have been the certain result. 

All the pressure which actually occurred—that of 
October superinduced upon that of April 1847—was 
absolutely necessary for bringing the exchanges into 
that state into which it was necessary that they should 

be brought before the Government interference could 
be useful or even safe. But had there been a legal 
power of relaxation, the Government would have been 

inevitably compelled, by the ignorant impatience of 
public feeling, to resort to that power before the proper 
time, and when its exercise would have necessarily 
led to a suspension of cash payments 

[ 
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CHAPTER IV. 

CRITICAL EXAMINATION OF THE REPORT OF THE LORDS’ 
COMMITTEE OF 1848 ON COMMERCIAL DISTRESS. 

The grounds upon which the Committee object to 
the Act of 1844 are expressed under the following 
heads:— 

]st. “ Efficacy of the circulation not identical with 
“ its money amount.” 

2nd. “ Inapplicability of the same rule to periods 
“ of favourable and of adverse foreign exchange.” 

3rd. “ The Act of 1844 applies the same rule in 
“ cases of an adverse and a favourable foreign ex- 
“ change.” 

4th. “The Act has occasioned unexampled fluc- 
“ tuations in the rate of discount.” 

The objection to the Act of 1844 as comprised 
under the first of these heads is thus stated in the 
Report :•—- 

“ The inflexible rule, considered to be invariable 
“and self-acting, and adopted by the legislature as 
“connected with, and consequent upon, the separa- 
“ tion of the departments of issue and of banking, 
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“and the regulations provided for both, is founded 
“on certain principles, which, before they can be 
“adopted, demand very serious examination. The 
“Act appears to presume that one fixed amount of 
“ notes out of the custody of the Bank and in the hands 
“of the public, will at all times produce the same 
“effect, and will be governed by the same laws. 
“ Unless this proposition be true, the uniform and fixed 
“ rules of the Act of 1844 can hardly be justified.” 

Now there is not in the whole range of economical 
science a proposition more surely established in theory, 
or more generally admitted in practice, than that the 
efficacy of the circulation is not identical with its 
money amount. There is not a trader in London— 
there is not a trader in the world—who is ignorant of 
the fact, that the efficacy of money is determined by 
two separate causes—numerical amount and rapidity 
of circulation. Had the framer of the Beport been 
capable of showing that the Act of 1844 was founded 
on the principle “ that one fixed amount of notes out 
“ of the custody of the Bank and in the hands of the 

“ public, will at all times produce the same effect,” he 
would have advanced an objection against the policy 
of that measure final and irresistible. But this he 
has not shown. This it would have been impossible 
for him to show. There is nothing in the theory— 
nothing in the practical operation of the Act—from 
which it can be logically inferred that it proceeds 
upon the assumption that the efficacy of the circula¬ 
tion is identical with its amount. The theory of the 
Act requires that our mixed circulation of coin and 
notes shall be made to expand and contract as a 
purely metallic circulation would expand and contract. 
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Now what conceivable connection, dependence, or 
relation, is there between the principle affirmed by 
the Act, that the variations of a mixed, shall be 
identical with those of a metallic circulation, and the 
principle imputed to the Act, that the efficacy of our 
mixed circulation shall be identical with its amount? 

Were it true, that the efficacy of a purely metallic 
circulation is measured by its numerical amount, it 
would also be true, that the efficacy of our mixed 
circulation, of which a metallic circulation is the t}q>e, 
should be measured by its numerical amount. But 
it is untrue that the efficacy of a metallic circulation 
is measured by its amount; and, consequently, it is 
untrue that the Act requires that the efficacy of our 
mixed circulation should be measured bv its amount. 
The author of the Report cannot deny that the theory 
of the Act requires that the circulation shall expand 
and contract as would a metallic circulation; and, 
therefore, he cannot consistently affirm that the theory 
of the Act assumes that the efficacy of the circulation 

*/ 

is governed by any law other than that which would 
equally govern the efficacy of metallic circulation. 

We turn from the theory to the provisions of the 
Act. While the former requires that the circulation 
shall vary as a metallic circulation would vary, the 
latter requires that the issue department shall give 
notes for coin and coin for notes, and that the bank¬ 

ing department shall be assimilated to an ordinary 
bank of deposit and discount. By what conceivable 
process of reasoning can it be shown that these 
provisions imply that the efficacy of the circulation 
is identical with its amount? Does exchanging coin 
for notes and notes for coin impart to a given amount 
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in coin and notes an unvarying efficacy in the pur¬ 
chase of commodities and of securities? Again, is 
assimilating the banking department to an ordinary 
bank of deposit and discount the same thing as re¬ 
quiring that one fixed amount of notes out of the 
custody of the Bank and in the hands of the public, 
shall produce at all times the same effect? No one 
would hazard the absurdity of answering these ques¬ 
tions in the affirmative. The author of the Report, as 
if conscious of the impossibility of establishing his 
position on logical grounds, seeks the support of testi¬ 
mony ; and, extraordinary as it may appear, he calls 
as his witness the original propounder of the prin¬ 
ciples and the most able expounder of the practical 
operation of the Act. He says :—- 

“It seems to have been on this principle alone 
“that the following evidence of Mr. S. J. Loyd has 
“ been given. He was asked whether, in consequence 
“of the low state of the reserve in 1847, the Bank 
“ were not constrained to put a very heavy pressure 
“on commercial accommodation. He answers:— 

“ ‘ I totally den}^ that fact, and I appeal to the 
“ published returns in support of the denial. At the 
“ very moment spoken of, the total amount of secu¬ 
rities in the hands of the Bank was 31,000,0007, 
“ and the total amount of the private securities was 
“20,000,0007, an amount, I believe, altogether with- 
“out a precedent. Therefore, I cannot understand 
“ how any person can say that at that time the Bank 
“ of England was putting a severe pressure upon the 
“mercantile world, when, in point of fact, the notes in 
“ the hands of the public were to an amount almost un¬ 
exampled, and whilst the amount of accommodation 
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“given to the public by the Bank in the form of 
“discounts, was an amount which, I believe, had 

“ never been known before/ ” 
On this evidence of Lord Overstone, the Report 

observes:— 
“It would appear that in this answer Mr. Jones 

“ Loyd looks mainly to the numerical amount of notes 
“issued by the Bank, and assumes that the accommo¬ 
dation possessed by the public may be measured by 
“ that amount, and by the corresponding securities in 

“ the hands of the Bank. On considering the evidence 
“given before the Committee, this will be shown to 
“be a defective standard.” 

In the above passage of the Report, the question at 
issue is abandoned, and a totally different question 
introduced. The original question was, is the efficacy 

of the circulation measured by its amount ? the new 
question is, is the amount of the accommodation 

possessed by the public measured by the amount of 

notes issued by the Bank? No two questions can 
be more dissimilar than these. 

It is a principle universally admitted, that the 
efficacy of the circulation is not measured by its 
amount exclusively. It is a self-evident proposition, 
that the amount of accommodation afforded by the 
Bank to the public (through its issue department) 
is measured by the amount of notes issued by that 
department; whilst it is equally undeniable that the 
amount of commercial accommodation afforded to the 
public by the Bank through its banking department, 
is measured principally by the amount of the advances 
made by the Bank under the form of discounts. 
When, therefore, Lord Overstone stated that the 
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notes in the hands of the public were to an amount 

almost unexampled, he virtually affirmed the equi¬ 
valent proposition, that the amount of accommoda¬ 
tion afforded to the public by the Bank, as an issuing 

body, was measured by the amount of notes; and 
when he further added that the amount of accom¬ 
modation given to the public by the Bank in the 

form of discounts was an amount which had never 
been known before, he virtually affirmed the propo¬ 
sition that the amount of commercial accommodation 
afforded to the public by the Bank as a banking body 
is measured principally by the amount of advances 
upon discount and other commercial, or, as they are 
technically denominated, private securities. The 

amount of notes issued, and the amount of advances 
upon discount and other commercial securities, were 

taken together by Lord Overstone as the correct 
measure of the amount of accommodation afforded to 
the public by the Bank in its double capacity of 
an issuing and a banking Institution. But this in¬ 
volved no statement on the part of of Lord Overstone 
as to the efficacy of the accommodation thus afforded. 
The question to which he was replying had reference 
to the severe pressure supposed to have been put by 
the Bank on commercial accommodation; and to 

negative this supposition he observed that the amount 
of accommodation put forth by the Bank was un¬ 

usually large. The efficacy of their issues, when they* 
had passed into the hands of the public, was not under 
the control of the Bank, and therefore had nothing 
to do with the question to which Lord Overstone was 
called upon to reply. He was endeavouring to prove 
the fallacy of the assumption, that the Bank was 
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putting a severe pressure upon tlie mercantile world, 
and therefore directed his reply to the conduct of the 
Bank, and did not advert in that part of his evidence 
to the effect which might be produced by other cir¬ 

cumstances. 
Lord Overstone did not state that the amount of 

the accommodation afforded to the public measured 
the efficacy of the circulation; neither did he state 

that the amount of the notes in the hands of the 
public was identical with the efficacy of the circula¬ 
tion. In other parts of his evidence he made directly 
contrary statements. He demonstrated that the 
efficacy of the circulation is not identical with its 
amount. “He had stated (question 135) that the 
“ commercial pressure was caused by a deficiency of 
“capital to sustain mercantile engagements; that the 
“deficiency of capital arose from the failure of the 
“harvests, both in this country and in Europe, and 
“from the extraordinary diversion of capital from 
“mercantile purposes to the construction of railways ; 

“ that the pressure was intensified by the extraordi¬ 
nary extent of commercial failures which occurred 
“in the autumn of 1847, and by the general alarm to 
“which these failures gave rise.” And Lord Over¬ 
stone further stated that “the notes in the hands of 
“the public were to an amount almost unexampled, 
“whilst the amount of accommodation given to the 

. “public by the banks in the form of discounts was an 
“ amount which had never been known before.” 
Now, Lord Overstone in thus establishing the co¬ 
existence of commercial pressure with an increase 
in the amount of notes in the hands of the public, and 

in the amount of advances in the form of discounts. 
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presented a practical demonstration that the efficacy 
of the circulation was not identical with its amount. 
Had the efficacy of the circulation increased in exact 

proportion with its amount, there would have been 

little or no pressure—there was pressure because 

the efficacy of the circulation did not increase with 
its amount. There is a manifest fault in the logic 
of the Report, when it refers to the evidence of 
Lord Overstone in support of the objection, that the 

Act of 1844 proceeded upon the principle, that 
“ the efficacy of the circulation is measured by its 
“amount;” and there was something more than a 
fault in logic evinced by the framer of the Report 
when he deduced his conclusions from Lord Over¬ 
stone’s answer to question 1416 instead of from his 
answers to questions 1423, 1424, and to the several 
immediately succeeding questions which we extract 

from the minutes of evidence. 
“ 1423. In the evidence which you gave before the 

“ House of Commons Committee in July 1840, you 
“ stated, in reference to the state of things in the 
“ month of June 1838, ‘ There arose a state of great 
“ public alarm, which acted in a manner tantamount 
“ to a contraction of the circulation.’ Taking that 
“ principle so clearly laid down by you into account, 
“ would the amount of notes which had been issued 
“ from the Bank measure the actual amount that were 
“ in actual circulation at that time ? 

“ I consider that the amount of notes in the hands 
“ of the public and the amount of notes in the Bank 
“ till constitute the amount of notes in circulation 
“ It is perfectly true that the circulation may be in a 

“ more active or in a more dormant state. It is per- 
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“ fectly true that the same amount of notes will at 
“ different times be more efficient in performing the 
“ functions of circulation, that in proportion as con- 
“ fidence is firm the circulation is more efficient, and 
“ as confidence is shaken circulation becomes less 
“ efficient. A diminished efficiency of circulation and 
“ a contraction of the amount in circulation may, in 
“ some respects, produce the same results; but they 
“ are still totally different things. 

“ 1424. At the period of time to which your late 
“ evidence has applied, in October 1847, was there 
“ not a great state of alarm, which acted in a manner 
“ tantamount to a reduction of the circulation ? 

“ In October there was a great disturbance in the 
“ state of confidence, which rendered the circulation 
“ less efficient for its purposes. 

“ 1425. Does not such a state of disturbance of 
“ public confidence necessitate an increase of the 
“ reserves which all men under great pecuniary en- 
“ gagements must keep in order to answer those 
“ engagements ? 

“ In a period of disturbed confidence the reserves 
“ of bankers are augmented. 

“ 1426. Within your experience do you know any 
“ time in which there was a greater disturbance of 
“ credit, so as to necessitate an increase of the reserves, 
“ than there was in that month of October 1847 ? 

“ I believe that the disturbance of credit was 
“ greater and more widely spread in 1825 than it was 
“ in 1847. 

“ 1427. But it was very great in 1847 ? 
“ Certainly. 

“ 1428. Then if the circumstances of the general 



EFFICACY OF THE CIRCULATION. 123 

“ commercial and banking interests were such as to 
“ produce an effect upon the circulation which was 
“ tantamount (using the words which you used in 
“ 1840) to the contraction of the circulation, can the 
“ committee infer from the actual amount of notes out 
“ that the pressure was not felt and that the circula- 
“ tion was adequate ? 

“I do not like combining those two things. I 

“ cannot say that the pressure was not felt, because 
“ there is no doubt that there was a very severe 
“ pressure felt in October, but it does not follow from 
“ that admission that the circulation was inadequate. 
“ Various meanings may be attached to that expres- 
“ sion, and it is upon those meanings that the whole 
“ question will turn. 

“ 1429. You have referred to the increase of 
“ circulation and the increase of the securities as 

“ a proof that there was sufficient accommodation 

“ given ? 
“ I referred to it as showing that there was as 

“ much accommodation giv^n as could be given under 

“ the circumstances. I clo not say sufficient accommo- 
“ dation, if by 6 sufficient’ is meant sufficient to allay 
“ the pressure. 

“ 1430. You have referred to those facts as being 

“ the exponents of the amount of accommodation 

“ which was given; but if contemporaneously with 
“ that there was a diminution in the activity of the 
“ circulation which was tantamount to its contraction, 
“ is there any mode of distinguishing between those 
“ effects which would have arisen from actual con- 
“ traction and those arising from the operation of an 
“ agent which was tantamount to contraction ? 
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44 Some of the effects will be common to the two 
44 causes ; of course those cannot be distinguished, but 
44 it seems to me that if there had not been that 
44 diminished efficiency of circulation to which my 
44 expression was applied, as being tantamount to a 
44 contraction of the circulation, we should not have 
“ succeeded in protecting our specie payments. The 
44 amount of notes in the hands of the public was not 
44 diminished. I think unless there had been a 
44 diminished efficiency of those notes in discharging 
44 the purposes of circulation, we should not have 
44 maintained specie payments. 

44 1431. You stated that a want of confidence is 
44 tantamount to a contraction in the circulation ? 

44 It produces a diminished efficiency in the circula- 
44 tion. 

44 1432. Do not you think that any thing which 
44 produces that want of confidence is objectionable ? 

44 I think that any thing which produces want of 
44 confidence is per se undesirable. 

44 1433. Should not you, as a banker, having an 

44 amount of exchequer bills and other securities, look 
44 to the state of the reserve in the Bank of England 
44 in conducting your business ? 

41 I think it most important to attend to that con- 
44 sideration. 

44 1434. And the knowledge that the Bank cannot 
44 issue beyond a certain amount of notes may induce 
44 you to realize your securities ? 

44 Considering the great magnitude of the operations 
44 of the Bank of England, and the extent to which 
44 all subordinate concerns look to it, and in some 
44 degree depend upon it, any diminution of the bank- 
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“ ing reserve of the Bank of England is important; 
“ it is certainly calculated to excite attention, and to 
“ put all parties upon their guard. 

44 1435. Were you rightly understood to say that 
“ if there had not been a diminution in the efficiency 
44 of the circulation the Bank would not have been 
“ able to secure the convertibility of its paper ? 

44 I meant to state substantially that I thought that 
‘4 the protection to the bullion against the effect of the 
“ drain was derived upon this occasion more from the 
“ diminished efficiency of the notes in the hands of 
“ the public than from the actual diminution in the 

44 amount of them. If we take the notes with the 
“ public and the notes in the banking till together, 

“ then of course the amount of the circulation so un- 
“ derstood necessarily diminishes with the decrease 

“ of the bullion. 

“ 1436. Is not your last statement strictly coin- 
44 cident with and explained by an answer which 
“ you gave in 1840, in which you stated that the 
44 stoppages and the drains of 1838 and 1839 4 arose 
44 from a great state of public alarm which tended to 
44 render a certain quantity of circulating medium less 
44 effective for its purposes’ than it would otherwise 
44 have been? 

t j- 

44 That answer has reference to the same principle. 
44 1437. Both that answer and your present evidence 

44 assume that a given amount of circulation has a 
44 different effect at different times according to the 
44 state of credit ? 

44 A given amount of circulation is no doubt more 
44 or less efficient according to the existing state of 

44 credit. 
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“ 1438. Does not the circulation act upon prices, 
44 and does not it act upon the foreign exchanges of 
44 the country, not merely in proportion to its quantity 
44 but in proportion to its efficiency likewise ? 

44 The efficiency of the circulation is one of the con- 
4 4 siderations demanding attention when we enter upon 
44 the question of the effect of the circulation upon 
44 prices and upon the exchanges. 

44 1439. You admit the fact that any given numeri- 
44 cal amount of notes out may, under different cir- 
44 cumstances, be in excess or not in excess, or, in 

44 other words, that there is no judging of the pro- 
44 priety or fitness of the amount of notes out by their 
44 numerical quantity? 

44 Then I am afraid I have been totally misunder- 
44 stood in my answers. The numerical quantity, that 
44 is to say, the proportion of notes' to bullion in 
44 deposit, I consider an essential determining cir- 
44 cum stance in reference to the question whether the 

44 notes out are too many or too few, whether they 
44 are in excess or not in excess, whether they are of 
44 the proper amount or less than the proper amount. 
44 What I stated is, that according to the existing 

44 state of credit any given amount of notes may he 

44 more or less efficient, as also any given amount of 

“ coin may he more or less efficient. I take it that 

44 the 'paper circulation is to he the same in amount as 

44 a metallic circulation, and a metallic circulation 

44 will he more or less efficient according to the state of 

44 credit and of confidence. If under a diminished state 

44 of confidence a metallic circulation becomes insuf 

44 ficient for its purposes, the consequence ivill he that 

44 an additional supply of the pjrecious metals ivill he 
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“ brought into the country, and thus increase the cir- 

“ dilation .” 
In the face of these answers the framer of the 

Report had the courage to assert that the evidence 

of Lord Overstone proceeds upon the principle that 
“one fixed amount of notes out of the custody of the 
“ Bank and in the hands of the public will at all 

“ times produce the same effect.” And under the 

hallucination—that he had proved, by the testimony 
of his lordship that the Act of 1844 is founded upon 
the principle that the efficacy of the circulation is 
identical with its amount, he proceeds to establish, on 
the authority of a host of witnesses, the contrary 
principle, that “the efficacy of the circulation is not 

identical “ with its money amount.” As this latter 
principle is universally admitted, as it embodies a fact 
familiar to every costermonger in the streets who has 
been taught the value of a “ nimble ninepence,” its 

establishment by an array of high authorities must 
be regarded as labour lost. Amongst the witnesses 
brought forward to prove the efficacy of the nimble 
ninepence, are Lord Overstone, Mr. Norman, and 
the Governor and Deputy Governor of the Bank 
of England. These high authorities are ardent 

approvers of the Act of 1844, while they concur 
in repudiating the principle that the efficacy of the 
circulation is measured by its amount; and the na¬ 
tural and necessary inference is, that the Act which 

they approve is not founded on principles which they 
repudiate. From this conclusion, however, the framer 

of the Report dissents. His argument runs thus :— 
the original promoters and the most zealous ap- 
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provers of tlie Act, repudiate the principle that 
efficacy is measured by amount; and, consequently, 
the Act which they promoted and which they 
approve is founded on the principle which they 
repudiate. 

The Fourth Section of the Report is devoted to 
proving the “ inapplicability of the same rule to 
“ periods of favourable and of adverse foreign ex- 
“ change.” The array of authorities, practical and 
scientific, produced in support of this proposition, is 
truly formidable. The Governor and Deputy-Go¬ 
vernor of the Bank, Mr. Horsley Palmer, Mr. Cotton, 
Lord Overstone, Mr. Glyn, the Bullion Report, Mr. 
Henry Thornton, and Mr. Huskisson, are all brought 
forward to prove what no one acquainted with the 
first and simplest rudiments of monetary science ever 
attempted to deny—that a different rule should be 
applied to periods of favourable and of adverse ex¬ 

change. 
The Fifth Section of the Report is headed by the 

affirmation, “ That the Act of 1844 applies the same 
“ rule in cases of an adverse and a favourable foreign 
“ exchange.” To avoid the possibility of miscon¬ 
struction or misconception, we give this fallacious 
section in extenso. 

“ The Committee now proceed to examine whether 
“ the Act of 1844 does effectually discriminate he- 
“ tween the two cases of a favourable and adverse 
“ exchange, which the evidence and the authorities we 
“ have quoted prove to be indispensable, or whether, 
“ on the contrary, the obligations of that Act are not 
“ uniform and identical in both cases. The latter 
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44 proposition is cleducible from the following evi- 

“ dence of the Governor and Deputy-Governor of the 
“ Bank. 

“ You have stated that in prudent banking a 146 
44 different line of conduct would be pursued by a 
“ banker on those two occasions; does not the Act of 
“ 1844 compel the Bank of England to act upon 

“ precisely the same principle, whether the lessening 
“ of the gold arises from a foreign demand or from an 
“ internal drain ?—The difficulty that we have is from 
44 mixing up the two departments together; but 
“ certainly the Act of 1844 obliges us to act upon 
44 the same principle, except that that which is an 
“ internal demand may merely arise from accidental 
“ circumstances, which will be corrected when the 
“ foreign import, or the purposes for which it shall 
“ be wanted, have been accomplished, whereas the 
“ export of bullion would necessitate an immediate 
44 corresponding limitation in the amount of notes, 

“ and therefore affect our reserve/’ 
“ It is made still clearer by the following question 

“ and answer, taken from the testimony of the same 
“ witnesses: 

“ You are under the same obligation under the 178 
“ Act of 1844 to deal with your issues precisely 
44 in the same way in the case of adverse exchanges 
44 and an efflux of bullion, and in the case of favour- 
44 able exchanges and an influx of bullion ?—Yes.” 

44 During an examination tending to show the dis- 283 
4‘ tinction between exchanges adverse or favourable, 
44 the Governor of the Bank stated, that there was a 284 
44 distinction between the drain according as it was 
44 foreign or domestic, and that this was shown in the 

K 
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“ exchanges, and in the demand for bar gold. He 
44 was asked,— 

293 “ On general principles, what are the causes of an 
“ internal drain for gold; does it arise from money 

294 “ being in excess and interest being low, or does it 
44 arise from money being deficient for the purposes 

■ “ of the country and interest being high ?—An in- 
“ ternal drain may arise from distrust in the 
“ country, or from an increased demand caused by 
“ an increased want for the larger transactions of 
44 the country. 

“ Then, in these respects, an internal drain and a 
44 foreign efflux depend upon directly opposite prin- 
44 ciples ? —Yes. 

44 Does not the Act of 1844 deal with these two 
“ things precisely in the same manner ?—Yes.” 

44 Mr Loyd carries his views somewhat further, and, 

“ whilst admitting the fact, seems inclined to express 
44 an opinion which may be construed as an approval 
“ of this principle. This will appear from the fol- 
44 lowing questions and answers :— 

1376 44 You consider, that in its banking department, the 
1450 44 Bank should conduct its banking business in the 

44 same way, whether the drain is for foreign or for 
44 internal purposes ?—I apprehend that the banking 
44 department should not look to the causes of a 
44 drain of bullion, but simply look to the state of the 
44 banking reserve. 

44 The principle of the Act of 1844 has reference 
44 purely to the amount of bullion at any one time as 
44 compared with another time, and has no reference 
44 to the question, whether that bullion has increased 
44 or diminished by the action of the foreign exchanges 
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44 or from any other cause?—The Act of 1844 sub- 
“ stantially does not look to the causes of an increase 
“ or diminution of bullion. It merely says to the 

“ public, if you like to have the bullion coined, and 
“ to use it in that form, you shall have it; if you do 
“ not like that, and like to deposit your bullion in 
44 our cellars, you shall have the convenience of 

“ having notes in its stead.” 
“ The conclusion to be drawn from the authorities 

“ and evidence cited in this and the preceding section 
“ is, that it is an error to deal solely with the positive 
64 amount of bank-notes in circulation, excluding the 
44 disturbing causes which may augment or diminish 
44 the efficiency of those notes; that to apply one iden- 
44 tical rule to cases where the exchanges are adverse, 
44 or are favourable, is an error likewise; that in both 
44 these respects the Act of 1844 is defective, and that 
44 in consequence of these defects it aggravated the 
44 distress of 1847, more especially in the months of 
44 September and October, and that it must have a 
44 tendency to lead to the same results hereafter when- 
44 ever similar circumstances shall arise. The Com- 
44 inittee will conclude this branch of the subject by 
44 the following question and answer from the evi- 
44 dence of the Governor of the Bank :— 

44 In those cases where the demand for gold arises 148 
44 from an internal panic, the Bank of England is 
44 restrained in its banking operations by the Act of 
44 1844 precisely in the same manner as it would be 
44 restrained if there was a demand upon the Bank 
44 for the foreign exchanges. Is not that likely to 
44 cause an aggravation of the evil in the case of 

an internal drain ?—That was the case in October. 
k 2 

u 
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“ It is impossible to legislate for a panic. We all 
“ know that a panic is so' devoid of all reason that 
“ you cannot legislate beforehand to meet it. It was 
u for that purpose that the Government issued the 
“ letter as a corrective at that particular moment.” 

It will be apparent on a careful examination of this 
section of the Report that it does not contain a 
single authentic fact or a single logical conclusion 
in support of the affirmation, that the Act of 1844 
applies the same rule in cases of an adverse and a 
favourable foreign exchange. The simple fact is that 
the Act applies no rule whatever either to favourable 
or to adverse exchanges, except in so far as they may 
increase or diminish the amount of bullion in the issue 
department. 

The Act applies diametrically opposite rules to the 
directly opposite cases of a diminution of bullion from 
an adverse, and of an increase of bullion from a fa¬ 
vourable exchange. The rule applied to the action of an 
adverse exchange is, that the note circulation shall con¬ 
tract as gold flows out of the coffers of the issue depart¬ 
ment ; while the rule applied to the case of a favourable 
exchange is, that the note circulation shall be made to 
expand as the gold in the issue department increases. 
Not a single witness examined before the Committee 
controverted the fact, that under the operation of the 
Act, the circulation has been made to contract and 
expand with the diminution or increase of the bullion 
in the coffers of the issue department. But as this 
same fact has been placed beyond the reach of con¬ 
troversy by the 4 Gazette 5 return of the Bank, it is 
unnecessary to pursue this subject farther than to 
say, that the statement in the Report that the Act 
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applies the same rule to an adverse and to a favour¬ 
able exchange is, in relation to the issue department, 
a gratuitous assumption, contrary to fact. 

Under an adverse exchange, which of course causes 
a decrease of bullion, the Act of 1844 requires a cor¬ 
responding decrease of notes. 

Under a favourable exchange, which of course 
causes an increase of bullion, the Act requires a cor¬ 
responding increase of notes. 

The Act, it appears, requires a decrease of notes 
under an adverse exchange, and an increase of notes 
under a favourable exchange. And in the face of 
this simple and undeniable fact, the author of the 
Report asserts, “ That the Act of 1844 applies the 
“ same rule in cases of ah adverse and favourable 
“ foreign exchange !!” 

We turn to the banking department. This depart¬ 
ment is, under the provisions of the Act, placed upon 
the footing of an ordinary bank of discount and de¬ 
posit. This is a fact which none of the witnesses ex¬ 
amined by the Committee have denied, which no one 
who has read the Act can question, and which the Re¬ 
port itself (p. 33) broadly and distinctly affirms. Now 

♦ as the Act has assimilated the banking department to 
an ordinary bank of discount, it follows, as a necessary 
consequence, that it has applied no rules for the 
regulation of that department different from those 

which it may have equally applied to the other me¬ 
tropolitan banks. Ever since the Act came into 

operation, the banking department, in common with 
all the other banks of discount, has been compelled, 
by its provisions, to apply opposite rules to the op¬ 
posite cases of adverse and favourable exchange, in so 
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far as the amount of the note circulation is diminished 
or increased by a diminution or increase in the amount 
of bullion in the issue department. Acting in accord¬ 
ance with the legitimate rules of banking, it contracts 
its advances upon securities as an adverse exchange 
diminishes the amount of notes in its till, and extends 
its advances on securities as a favourable exchange 
increases the amount of notes in its till. 

Having failed to establish the position that the 
Act applies the same rule in cases of an adverse and 
of a favourable foreign exchange, the Report ad¬ 
vances a new and altogether different objection, on 
the ground, that the Act applies the same rule to 
cases in which, under the action of an adverse 
foreign exchange, gold is withdrawn from the issue 
department for exportation, and to those other cases 
in which, under the action of a domestic demand, 
gold is drawn out for internal purposes. Now 
this objection would not be valid, even were it 
true that the effect of the Act is the same in these 
two cases. But it is not true that the operation 
of the Act is the same in the two cases. The prin¬ 
ciples and the provisions of the Act require that 
the aggregate amount of our circulation, while com¬ 
prised of coin and notes, shall be made to contract 
and expand, as it would contract and expand 
were it composed exclusively of coin. Were the 
circulation exclusively metallic, a drain of gold 
under an adverse foreign exchange, would con¬ 
tract the circulation; and therefore the principles 
and the provisions of the Act require, that our ag¬ 
gregate circulation of coin and notes shall be con¬ 
tracted in a like degree by diminishing the amount of 
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notes issued against gold, as gold is withdrawn from 
the issue department for exportation. But it is 
altogether different when gold is withdrawn from the 
issue department for domestic purposes. In this case 
the aggregate amount of the circulation is not di¬ 
minished. As the notes are paid in and cancelled, 
sovereigns to the same amount are paid out, which 
sovereigns, by the supposition, are not exported, but 
remain in the hands of the public in this country, so 
that the aggregate amount of the circulation is neither 
diminished nor increased. The proportion between 
its component parts is altered, but the aggregate 
amount is unchanged. The framer of the Report 
had a most inadequate conception of the scope and 
purport of the Act when he advanced the objection, 

that under its operation the circulation is equally 
contracted, whether the amount of gold in the issue 
department was diminished by a foreign or by a 
domestic demand. In the former case there is a 
contraction of the circulation, in the latter there 
is no contraction. The misconception into which the 
framer of the Report has fallen, arises from his failing 
to distinguish between the different results which are 
produced by similar causes when aplied to dissimilar 
circumstances. He jumps at the illogical conclusion, 
that because the circulation is contracted when notes 
are exchanged for coin for exportation, it must be 
equally contracted when notes are exchanged for 
gold retained in the country for domestic uses. He 
imagines that sending money from London to Man¬ 
chester has the same identical effect in reducing the 
amount of the circulation as sending money from 

London to Paris. 
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The framer of the Report could not have fallen into 
this strange misapprehension, had he read with due 
attention the following evidence of Lord Overstone as 
given in the Minutes of Evidence :— 

44 1452. Then supposing the exchanges favourable 

44 to this country, with a demand for gold upon the 

44 Bank for internal purposes, the exchanges being 
44 favourable, must there not under the Act of 1844 be 
44 a contraction of the circulation, tantamount and just 
44 in the same degree as if the demand was for foreign 
“ purposes ? 

44 I apprehend that upon that supposition there is 
44 no contraction of the circulation. The bullion in 
44 deposit is not in circulation ; the notes put out 
44 against that bullion are in circulation; but the 
44 moment the bullion is taken out of deposit for in- 
44 ternal purposes it becomes part of the circulation; 
44 that is the very meaning of the distinction of in- 
4 4 ternal purposes as contrasted with foreign drain; 
44 therefore you would actually increase the circulation 
44 unless the bullion so taken out and put into circu- 
44 lation is met by a corresponding suppression of the 

44 notes. The notes that are out represent the bullion 
44 that is in deposit; consequently, if without any 
44 diminution of those notes you take bullion out, not 
44 to go abroad, but to be added to the circulation, 
44 you actually increase the circulation to that extent. 

44 1 4 5 3. Is there any difference in the action of the 
44 Bank Act of 1844, between what would take place 
44 whether the drain is for internal or for external 
44 purposes ? 

44 No, there is no difference in the Act of 1844, but 
44 there is a great difference in the effect of the action 
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“ of the public in the two cases. If the public takes 
“ gold out of the issue department for the purpose of 

“ foreign export, that act adds nothing to the circula- 
“ tion of the country ; but if the public takes gold out 
“ of the issue department for the purposes of internal 
“ circulation, unless there is a corresponding contrac- 
“ tion in the notes, the circulation of the country 
“ would be increased to that amount. Consequently, 
44 that is not the effect of the Act of 1844, but it is 
“ the act of the public; if they take bullion out for 
“ foreign export, that act does not add to the circula- 
44 tion ; if they take bullion out for internal purposes, 
“ that act does add to the circulation. 

44 1454. You do not suppose that gold is taken out 
“ for internal purposes for what may be termed circula- 
“ tion. If it is taken out at all, is not it most pro- 
“ bable, and almost certain, that it must be taken out 
“ for the purpose of hoarding against panic, or for an 
“ increase of reserves ? 

“ I apprehend that coin or notes are properly said 
“ to be in circulation whenever they are discharging 
“ any of the various functions of money. It seems to 
“ me a fallacy to say that 4 money in circulation ’ 
44 means only that which is actually in motion;. it 
44 means that which is used or retained for any of the 
44 purposes for which money is required. I believe 
44 that the most efficient form in which money can 
44 subsist is in banking reserves, far more than when 
44 in the possession of private concerns or of indi- 
44 viduals.” 

Let us now enter upon a stricter analysis of this 
Section, beginning with the first paragraph. 

£< The Committee now proceed to examine whether 
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“ the Act of 1844 does effectually discriminate be- 
“ tween the two cases of favourable and adverse 
44 exchange, which the authorities they have quoted 
“ prove to be indispensable; or whether, on the con- 
44 trary, the obligations of that Act are not uniform 
44 and identical in both cases. This latter proposition 
“ is deducible from the evidence of the Governor 
“ and Deputy-Governor of the Bank.” 

In considering this passage, it is natural to ask, 
why the author of the Report deduced his proposition 
from the evidence of the Governors of the Bank, in¬ 
stead of from the provisions of the Act ? If its 
provisions require that the Bank shall either equally 
extend, or equally contract its issues, whether the 
foreign exchange be favourable or adverse, then 
the deduction would have been direct and positive, 
that the Act applies the same rule to both cases; 
and no reference to the interpretation of the Go¬ 
vernor and Deputy-Governor could add to the irre¬ 
sistible conviction it would command. And, on the 
other hand, if the provisions of the Act require that 
the Bank shall increase its issues, as a favourable 
exchange increases the bullion in its coffers, and 
shall contract them, as an adverse exchange dimi¬ 
nishes the bullion in its coffers, then, all the evidence 
of all the Governors and Deputy-Governors that 
ever sat in the Bank-parlour, would he utterly impo¬ 
tent to establish the deduction, that 44 the Act does 
4 4 not effectually discriminate between the two cases 
44 of a favourable and an adverse exchangeand 
that 44 the obligations of the Act are uniform and 
44 identical in both cases.” Why then did the framer 

4/ 

of the Report abandon the direct and unequivocal 
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course, of seeking a certain and unassailable solution 
of the question at issue, by a simple reference to the 
provisions of the Act, instead of resorting to the in¬ 
direct and equivocal course of deducing the proposi¬ 
tion which he sought to establish, from the answers 
given by the Governors of the Bank to questions so 
framed as not to touch the real point at issue ? It 
would be impossible to suspect the author of the 
Report of intentionally substituting in his reasonings, 
the method of manoeuvering for the method of in¬ 
duction. And we are, therefore, compelled to infer, 
however improbable it may appear, that he en¬ 
tered upon the task of drawing up a Report upon 
the practical requirements of the Act, before he had 
attained a distinct perception of its principles, and 
that, distrusting his own interpretation of their im¬ 
port, he desired to secure himself against error by 
referring to the more ample experience and less 
doubtful authority of the Governor of the Bank. 

The character of the questions which the Governor 
of the Bank was required to answer, and from which 
the proposition of the Committee is deduced, makes 
it sufficiently manifest that the framer of the Report 
had not formed to himself any accurate conception, 

either of the purport or of the practical operation of 
the Act of 1844. 

That Act requires that the circulation shall expand 
or contract, as the bullion in the issue department is 
increased or diminished. In the majority of cases a 
favourable exchange increases, and an adverse ex¬ 
change diminishes the bullion in the issue depart¬ 
ment ; and, therefore, in this great majority of 
instances the Act requires that the note circulation 
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shall expand under the action of a favourable, and 
contract under the action of an adverse exchange. 
But there are some rare and exceptional occasions 
upon which a favourable exchange increases the bul¬ 
lion in a less proportion than that in which a domestic 
drain diminishes it; and therefore in these rare and 

exceptional cases, the Act requires that the note cir¬ 
culation shall contract under a favourable exchange. 
Now the Report affirms, without distinction or limita¬ 
tion, the general proposition, “ that the Act of 

“ 1844 applies the same rule in cases of an adverse 

“ and of a favourable foreign exchange/’ In the 
vast majority of cases the proposition thus affirmed 
is false, both as regards the amount of the notes and 
the amount of the coin; in the rare and exceptional 
cases just stated it is true, as regards the amount of 
the notes; but, as already shown, false as regards 
the aggregate amount of notes and coin. Never¬ 
theless, the framer of the Report endeavours to 
prove, by the evidence of the Governor of the 
Bank, that the proposition is equally true in both 
sets of cases. The Governor was asked, q. 146, 
“ Does not the Act of 1844 compel the Bank of 
“ England to act upon precisely the same principle, 
“ whether the lessening of the gold arises from a 
“ foreign demand or from an internal drain ?” And 
he answered, “ Certainly, the Act of 1844 obliges us 
“ to act upon the same principle.” 

The meaning of this answer obviously is, that the 
Act obliges the issue department of the Bank to 
diminish its notes as the bullion is withdrawn, without 
reference to the cause of that withdrawal of bullion, 
whether it be foreign demand or internal circulation. 
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But this answer contains no affirmation of the proposi¬ 
tion, as pnt in the Report, that the obligations of the 
Act are uniform and identical in the two cases of ad¬ 
verse and favourable exchange. No such proposition 
is deducible from the affirmative answer given by the 
Governor of the Bank to the question he was asked. 
Two distinct and very different questions were to be 
decided:— 

1st. Does the Act apply the same rule whether the 
bullion is lessened or increased under the action of 
the foreign exchanges ? 2d. Does the Act apply the 
same rule whether the bullion be lessened by a foreign 
or by a domestic drain ? The Governor of the Bank 
was required to answer the second question, and was 
not required to answer the first. His answer to the 
second question was, yes:—had he been asked the 
first, it would have been, no. Why was the reply to 
the question which he was asked converted into a reply 
to the question which he was not asked ? Was this 
conversion of the reply accidental or designed ? It 
might have proceeded either from inability to per¬ 
ceive the essential difference between the two ques¬ 
tions, or from a deliberate desire to arrive at an 
illogical conclusion. To the latter cause, however, 
the conversion cannot in candour be referred, and we 
are bound to believe that the framer of the Report 
had not given sufficient attention to the matter in 
hand, to enable him to perceive the difference be¬ 
tween two cases, in one of which gold is flowing 
out of the Bank, and in the other flowing into it; and 
two other cases, in both of which gold is flowing out 
of the Bank ; and that under the inadvertent miscon¬ 
ception that the two sets of cases were identical, he 
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inferred that the affirmative answer received to the 
question, is the same rule applicable to two cases, in 

both of which gold is flowing out ? was also an affir¬ 
mative answer to the question, “ Is the same rule 
“ applicable to two cases, in one of which gold is 
“ flowing in, and in the other flowing out ?” Had 
the two sets of cases been as identical as they are dis¬ 
similar, the proposition deduced from the evidence of 
the Governor of the Bank, that the obligations of the 
Act are uniform and identical under an adverse and a 
favourable exchange, would have been logically esta¬ 
blished. But the two sets of cases are essentially 
different, and nothing is established, save an unin¬ 
tentional mistake and an accidental inattention to the 
distinction between dissimilarity and identity. 

The Committee were perfectly correct when they 
affirmed the fact, that the Bank is obliged to act on 
precisely the same principle of giving gold for notes, 
whether this lessening of the gold arises from a foreign 
demand or from a domestic drain, but they were alto¬ 
gether erroneous when they inferred from this fact that 
the Act of 1844 imposes an injurious restriction on the 
free action of the Bank. It was not the Act of 1844 
but the Act of 1819 which imposed upon the Bank of 
England the legal obligation of paying its notes in 
gold, whether the gold it paid out should be required 
for paying foreign debts or for increasing domestic 
reserves; and it is self-evident that to relieve the 
Bank from this legal obligation would be to repeal 

the Act of 1819, and to return to inconvertible 
paper. Now the framer of the Report does not desire 
to repeal the Act of 1819, and he is, in theory at 
least, a strenuous supporter of convertibility. He, 
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therefore, cannot, without involving himself in the 
most palpable inconsistency, urge it as an objection 
to the Act of 1844, that it requires, in conjunction 
with that of 1819, that the bank-note shall be equally 
convertible under a domestic and under a foreign 
drain. It is true that he does not recommend, in ex¬ 
press terms, a suspension of convertibility; but it is 
also true, that he recommends a course, the adoption 
of which, as experience has abundantly shown, would 
have the effect of rendering convertibility imprac¬ 
ticable. He says, in the Report, 44 It would appear 
“ from what has been already stated, that if an 
“ extension of currency were to take place when 
44 the exchanges are adverse, the convertibility of 
4 4 the note would be endangered ; a contraction of the 
44 currency is consequently called for. 44 If, on the 
44 contrary, at a time of internal discredit, but of a 
44 favourable exchange, the same contraction should 
44 be applied to the currency, panic must ensue, with 
44 all its formidable consequences.” 

This passage of the Report demands grave consi¬ 
deration. Under the Act of 1819, and previous to 
that of 1844, the Bank possessed, and not unfre- 
quently exercised, the power of extending its issues 
during an adverse exchange. Now, as the framer of 
the Report condemns the exercise of this power, on 
the ground that it endangered convertibility, he must 
approve of so much of the Act of 1844 as goes to 
abrogate the power of increased issue under an adverse 
exchange. 

And there is another important provision of the 
Act of 1844, to which the framer of the Report cannot 
without glaring inconsistency object. Previous to its 
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enactment, the Bank possessed the power which it 
not unfrequently exercised, of contracting its issues 
“ at a time of internal discredit, but of a favourable 
“ exchange.” This course the Report condemns, and 
most justly condemns, as calculated to induce “ panic, 
“ with all its formidable consequences.” The framer 
of the Report must, therefore, be a decided approver 
of so much of the Act of 1844 as deprives the Bank 
of the power of contracting its issues under a favour¬ 
able exchange, and constrains it to extend its issues 
as gold flows into its coffers. 

Upon the express showing of the framer of the 
Report, the Act of 1844 is a very decided improve¬ 
ment upon the previous law, by depriving the Bank 
of the power of endangering convertibility through 
increasing its issues, during an adverse exchange, 
and of creating panic through contracting the circula¬ 
tion during a favourable exchange. But this great 
improvement upon the former law does not satisfy the 
Author of the Report. He demands a still further 
change—a change which shall enable the Bank, at a 
time of internal discredit, and of favourable exchange, 
not only to increase the circulation by additional 
issues as bullion flows into its coffers through the 
action of the foreign exchange, but by reissuing upon 
additional securities, the notes returned to it in 
exchange for coin required for internal circulation. He 
admits, however, that such an interposition on the 
part of the Bank, for mitigating internal discredit, 
would be to some extent, a hazardous experiment. He 
tells us in the Report, that “ The Committee are fully 
“ aware of the danger which may result from such in- 
“ terpositions, if they take place without just consider- 
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“ ation, and, above all, without a strict regard to the 
“ uniform maintenance of the convertibility of the bank* 
“ note ; an obligation which should never be forgotten, 
“ or considered otherwise than as a primary duty.” 

Had the Committee felt the full force of this primary 
duty, they could not have lent their sanction to the 
opinion, “ that the principle on which the Act of 
u 1844 should be amended is, the introduction of 
“ a discretionary relaxing power; such power, in 
“ whomsoever vested, to be exercised only during the 
“ existence of a favourable exchange.” Were such 

a discretionary power of relaxation introduced into 
the Act, the convertibility of the bank-note could not 
be secured. It would be morally impossible to limit 
its influence to periods of favourable exchange: the 
knowledge of its existence would exercise a powerful 
action upon the public mind, whether the exchanges 

should be favourable or adverse. Under our wide¬ 
spread system of discount banking, the vast super¬ 
structure of commercial credit rests upon the basis 
of banking reserves. When these reserves are be¬ 
lieved to bear a safe proportion to deposits, confidence 
is high, and the circulation active. And, on the 
other hand, when banking reserves are supposed to 
bear too low a proportion to liabilities, confidence 
declines, and the efficacy of the circulation is 
diminished by alarm and hoarding; so that an in¬ 
crease in the numerical amount of the advances to the 
public, when made by an undue diminution of bank¬ 
ing reserves, becomes of itself a cause of monetary 
pressure. The efficacy of the circulation is diminished 
in a greater proportion than its numerical amount is 
increased ; and thus, paradoxical as it may appear 

L 



146 LORDS’ COMMITTEE. 

to those who do not look below the surface, money is 
scarce because it is abundant. 

The above considerations will render it apparent 
that the safety or the danger of engrafting a dis¬ 
cretionary relaxing power upon the Act of 1844 
must mainly depend upon the effect which the exist¬ 
ence of such a power would have upon banking re¬ 

serves. Let us endeavour to ascertain what that 
effect would be. 

Under the existing law, the directors of the Bank 
of England, and the managers of all minor firms, are 
obliged to look to the maintenance of an adequate 
reserve, as the one and only means by which their 
solvency can be secured. No longer enabled to pay 
their depositors by additional issues of notes, they 
are compelled, on every occasion upon which an 
adverse exchange begins to reduce their reserves 
below the safe proportion, to replenish them by con¬ 
tracting their advances on securities. The contraction 
of advances contracts the active circulation in the 
hands of the public, and this contraction proceeds until 
the value of the currency is brought to a level with 
foreign currency, and the adverse exchange arrested. 

The maintenance of adequate reserves secures the 
bank and the public from the effects of alarm and 
distrust, while the timelv arrest of the adverse ex- 
change imposed by the maintenance of a due reserve 
secures the primary object of convertibility. 

The existence of a discretionary power of relaxation 
would produce, even before it came into actual opera¬ 
tion, results very different from those above described. 
The knowledge that a relaxing power was ready to 
be brought into actual operation on the occurrence of 
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alarm and discredit, would create in the directors and 
managers of the banks an unfounded and pernicious con¬ 
fidence, leading them to overlook and disregard the 
inevitable consequences of permitting an adverse ex¬ 
change to effect an undue diminution of their banking 
reserves. As these reserves were drawn out, they would 
fail to perceive any immediate necessity for replenish¬ 
ing them by a contraction of their advances on securi¬ 
ties. There would be no diminution in the amount 
of the active circulation in the hands of the public, 
nor of that confidence by a diminution of which the 
efficiency of the circulation may be reduced, without 
an actual decrease in its amount. There would be 
no rise in the rate of interest, no fall in the prices 
of commodities and securities; and the drain of 
gold for exportation would proceed without abate¬ 
ment until, as was the case during the crisis of 1839, 
the treasure in the coffers of the banks should verge 
upon exhaustion. At this stage of the process re¬ 
action would set in. The danger of another suspen¬ 
sion of cash payments would create alarm, discredit, 
hoarding, a withdrawal of deposits, and a domestic 
drain, until the intensity of the pressure should at 
length induce a favourable turn in the foreign ex¬ 
changes, and an influx of gold. 

At this further stage of the process, the relaxing 
power engrafted on the Act would come into opera¬ 
tion. And it is of the highest importance that we 
should have a full and comprehensive view of the 
nature and of the extent of the relief which it would 
be capable of affording. Such a view I will endeavour 
to present. 

It has already appeared that the most frequent 
l 2 
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causes of alternations in the foreign exchanges, are the 
alternate recurrence of abundant and deficient seasons. 
In a deficient year, the exchanges having been pre¬ 
viously at par, commodities bear a less proportion to 
currency in this than in other countries, currency 
becomes relatively excessive, prices rise, and treasure 
is exported, until the par-proportion between com¬ 
modities and currency is restored, and the drain of 
gold arrested. On the other hand when an abundant, 
or even an average year, follows a deficient one, the 
process is reversed; the currency, previously con¬ 
tracted by the drain of gold, is now deficient in re¬ 
lation to the increased supply of commodities, prices 
fall, the exchange becomes favourable, gold flows in, 
and the currency gradually expands until it reaches 
the par-proportion to commodities. 

Monetary pressure and commercial derangement 
are the inevitable consequences of these fluctuations. 
The sudden rise of prices at the commencement of 
a deficient year, is necessarily followed by a fall in 
prices as gold flows out, and food flows in; and the 
embarrassment and discredit resulting from this fall, 
is, in the first instance, aggravated by the more 
serious fall which takes place as the return of a 
favourable season augments supplies, and still further 
increases the relative deficiency of currency in relation 
to commodities. 

Here the important—we might say the momentous 
—question arises, can the monetary pressure, which 

arises from these fluctuations in the proportions 
between currency and commodities, and which has 
not unfrequently been intensified into wide-spread 
discredit and panic, be averted, or in any way abated 
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by giving to the Bank a discretionary power to in¬ 
crease the amount of its issues upon securities? It 
appears to be universally admitted (save by the 
“ deaf fanatics” of the Birmingham school) that the 
concession of this discretionary power during the 

progress of an adverse exchange, is altogether inad¬ 
missible, inasmuch as it would endanger the con¬ 

vertibility of the bank-note, and issue in a suspension 
of cash payment. The only question is, might not a 
discretionary power of increasing the circulation upon 
securities be safely exercised as soon as the danger 

of suspension has been removed by a favourable turn 
in the foreign exchange ? The question demands the 
gravest and most careful consideration. 

On the favourable turn of the exchange, the rate 
at which gold would flow into the coffers of the issue 
department would be determined by the rate at which 
the proportion of commodities to circulation might 

increase. Let us assume, by way of example, that the* 
proportionate increase in the supply of commodities 
would require, in order to maintain the monetary 
equilibrium, that there should be a weekly expansion 
of the circulation to the amount of 50,000/. In this 
case there would be, under the existing provisions of 
the Act of 1844, a weekly influx of gold to the 

amount of 50,000/., and a weekly addition to a like 
amount of the circulation out of the walls of the 
issue department. Such being the' previous state of 
things, let us assume, further, that a relaxing power 
is brought into operation, and that the Bank proceeds 
to increase the amount of its issues not represented 
by bullion at the rate of 50,000/. per week. The 
immediate and inevitable effect of these increased 
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issues would be, to stop the influx of bullion into the 
issue department. The weekly increase of circulation 
required to maintain the monetary equilibrium is 
onl}r 50,000/.; and, in the case assumed, this increase 
cannot be extended without rendering the currency 
redundant in relation to foreign currencies, creating 
an adverse exchange, and the substitution of a weekly 
addition of 50,000/. to the note circulation not repre¬ 
sented by bullion, for a weekly addition of 50,000/. 
to the note circulation represented by bullion. 

This brief exposition of what would> be the practical 
operation of a discretionary relaxing power will be 
sufficient to show that its existence, to whomsoever 
it might be intrusted, and however cautiously it 
might be administered, could not fail to endanger the 
convertibility of the currency. In a quiescent state 
of the money-market, while the foreign exchanges 
were at par and domestic credit unimpaired, the know¬ 
ledge that a power of unrestricted issue was ready to 
come into practical operation on the first serious 
emergency, would have a moral influence—a mental 
relaxing power of a most injurious tendency on the 
directors and managers of banks and discount houses. 
The maintenance of an adequate reserve would cease 
to be regarded as the one and only source of safety. 

The expectation of being able in case of need to 
replenish the coffers of the banking department by 
unlimited advances from the department of issue, 
would hold out to the directors of the Bank of 
England a standing inducement to advance a larger 
proportion of their deposits upon securities, and to 
retain a less proportion as their banking reserve. 
Minor establishments would be exposed to a like 
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temptation. There would be a universal increase in 
the proportion of the circulation in the hands of the 
public, and a universal diminution in the proportion 
held in the tills of the banks. There could not, how¬ 

ever, be any increase in the actual amount of the 
circulation in the hands of the public. The currency 
being previously at par with foreign currencies, every 
increase in the proportion of deposits advanced upon 
securities would cause a corresponding amount of the 
circulation to be returned to the issue department in 
exchange for gold for exportation. Hence the necessary 
tendency of the existence of a relaxing power, even 
in quiescent states of the market, and while its direct 
operation was still in abeyance, would be, not to 
secure any increase of mercantile accommodation, but 
to diminish at one and the same time the amount of 
gold in the issue department, and the amount of the 
banking reserves in the coffers of the banking depart¬ 
ment, and in the tills of all minor establishments. 
The circulation in the hands of the public would be 
neither increased nor diminished. But, as before 
stated, the vast superstructure of credit which has 
grown out of our system of discount banking would 
have been made to rest upon a contracted metallic 

basis. 
In whatever degree the existence of a relaxing 

power might conduce to a diminution in the amount 
of bullion and of banking reserves while the exchanges 
remained at par, it would, in precisely the same 
degree, increase the disturbance when the exchanges 
became adverse. When the bullion and the reserves 
bear a high proportion to the circulation in the hands 
of the public, an adverse exchange may be encountered 
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by a contraction of advances upon discount so gradual 
as to cause little embarrassment and no discredit. But 
when bullion and banking reserves bear a low pro¬ 
portion to the active circulation, the narrow margin 
between safety and danger admits of little diminution; 

and banks and discount-houses are compelled, on the 
occurrence of adverse exchange, to protect their 
coffers by a contraciton of their accustomed advances, 
so sudden and decided as to occasion discredit and 
alarm. A relaxing power, instead of proving, as is 
most erroneously inferred, a panacea against panic, 
would act as its predisposing cause. 

But it is during a favourable foreign exchange, 

accompanied by a domestic drain from discredit and 
alarm, that a discretionary relaxing power would 
most surely and most effectually counteract the very 
object which its advocates contend it would secure. 
When bankers have been placed in an insecure posi¬ 
tion by an undue diminution of reserves, the occur¬ 
rence of an adverse exchange compels them to resort 
to a sudden contraction of their advances; and this 
unusual withdrawal of accustomed accommodation 
creates alarm and discredit, and so diminishes the 
efficacy of the circulation as to cause a favourable 
turn in the exchange and an influx of bullion. At 
this critical change danger has passed, recovery has 
commenced, and all that is necessary to secure re¬ 
storation is, that Nature should be left to herself. 
This, however, has seldom been done. The currency 
empirics of a former school, when the patient’s appe¬ 
tite returned, withheld the required nourishment, and 
induced prostration and collapse. The currency em¬ 
pirics of the present school adopt a different course, 
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but with similar results; as appetite returns they 

accompany the patient’s food with injurious stimu¬ 

lants, and, instead of starving, excite him to ex¬ 

haustion. 
To turn from metaphors to facts—when a domestic 

drain from alarm and hoarding is accompanied by a 
favourable foreign exchange, the process of re-adjust- 
ment has commenced, and all that is necessary to its 
completion is, that the law of monetary equilibrium 

should be allowed to operate without counteraction. 
The monetary pressure may not be immediately re¬ 
moved. The anxiety of bankers and merchants to 
increase their reserves may diminish the active circu¬ 
lation in a greater proportion than the influx of gold 

increases it. But this would cause an almost imme¬ 
diate reaction. The tills of the bankers and merchants 
would soon be filled to overflowing, and they would 
now become as anxious to increase their advances 
upon securities as they had previously been to con¬ 
tract them. 

A brief consideration will be sufficient to convince 
us that this process of rectification would be com¬ 
pletely counteracted, were the law of monetary equi¬ 
librium superseded, by engrafting on the Act of 1844 
a discretionary power of relaxation. Let us take a 
case in which the active portion of the circulation is 
being reduced by alarm and hoarding below the par 
level, at the rate of 100,000£. per week. Should the 
law of metallic equilibrium be left to act unchecked, a 
weekly influx of gold to the amount of 100,000£. would 
supply the place of the notes withdrawn from circula¬ 
tion, gradually allay alarm, arrest hoarding, and finally 
place the currency on a wider metallic basis. On the 
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other hand, should the law of equilibrium be sus¬ 
pended by the proposed relaxing power, the notes 
withdrawn from circulation would be replaced by 
additional issues instead of by gold, the amount of the 
circulation would remain as before, and the final 
result would be an increase in the proportion consist¬ 
ing of paper, with a corresponding diminution in the 

portion consisting of gold. The extent of the tem¬ 
porary relief offered to trade would be exactly the 
same in the two cases :—the difference would be, that 
in the latter case the temporary * relief would have 
been obtained by the incurring of future danger. 

It will be evident at a glance that in a case of 
a domestic drain, accompanied by a favourable foreign 

exchange, a relaxing power could not by possibility 

afford any greater relief than that which could be 
equally afforded under the law of monetary equili¬ 
brium, unless the amount of the additional issue of 
notes should exceed the amount of the gold which the 
favourable exchange might bring in. But should the 
amount of the additional notes exceed that of the gold 
which the law of equilibrium brought in, the circu¬ 
lation would be increased beyond the par level, and- 
not only would the return of gold from a favourable 
exchange be prevented, but an adverse exchange would 
again set in; and a renewed and protracted drain for 
exportation, acting in conjunction with the previous 
domestic drain, would aggravate in an indefinite 
degree the alarm, the discredit, the hoarding, and the 

panic sought to be relieved. It amounts to a moral 
certainty, that were a discretionary relaxing power 
engrafted on the Act of 1844, the convertibility of the 
currency could not be maintained^ 
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We recur to the subject of domestic drains. It is 
perfectly true, as stated by the Governor of the 
Bank, that the issue department must give gold for 
notes, whether the gold be drawn out by a foreign 
or by a domestic drain; but no one possessing an 
accurate knowledge of the theory of the Act, will 
admit that this constitutes an objection to it. It is 
abundantly evident that the author of the Report had 
not traced with sufficient precision the working of the 
Act in its application to domestic drains. The fol¬ 
lowing analysis of the circumstances under which 
such drains originate, will be sufficient to show that 
they do not cause a contraction of the circulation, 
and that the Act of 1844 mitigates the inconvenience 
they occasion, and renders their occurrence less fre¬ 

quent. 
A domestic drain may be caused, 1st. By an ap¬ 

prehended exhaustion of the treasure in the coffers of 
the Bank of England, and of an approaching suspen¬ 
sion of specie payments. 2nd. By a desire on the 
part of the banks of discount to keep in their banking 
reserves a greater proportion of coin and a less pro¬ 
portion of notes. 3rd. By an increase of employment 
and a consequent increase in the amount of coin re¬ 
quired for the payment of wages. 4th. A failure of 
provincial banks of issue and consequent destruction 
of local circulation. Let us proceed to consider the 
practical operation of the Act of 1844 in relation to 
these several causes of domestic drain. 

1st. Through the provisions of the Act, the converti¬ 
bility of the note circulation has, under circumstances 
the most adverse, been effectually secured. During 
the height of the panic of October 1847, the run upon 
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the Bank was not for coin but for notes. The conver¬ 
tibility of the bank-note was never questioned; and 
while attaining its primary object—that of securing 
convertibility—the Act of 1844 effected the further 
object of securing us against the recurrence of do¬ 
mestic drains originating in a distrust of the solvency 
of the issue department of the Bank, that is, of the 
uninterrupted capacity of the Bank of England to 
redeem its notes in gold upon demand. 

2nd. When from any cause bankers and merchants 
decide upon keeping as their banking and mercantile 
reserves, a larger proportion of coin and a less propor¬ 
tion of notes, the consequent domestic drain of coin 
would not occasion any contraction of the circulation 
The amount of bullion in the issue department, and 
the amount of the note-circulation out of its walls, 
would both be diminished ; but as the amount of the 
coin out of the walls of the issue department would be 
increased in the same proportion in which the notes 
might be diminished, the aggregate amount of coin and 
notes out of the issue department would remain without 
alteration. Let us exemplify this by a reference to the 
reserve in the banking department. We assume, for 
example, that in the first instance the reserve in the 
banking department consisted of 2,000,000/. in coin and 
4,000,000/. in notes, and that the directors subsequently 
decide on holding 3,000,000/. in coin and 3,000,000/. in 
notes. This causes 1,000,000/. in notes to be-paid into 
the issue department, and 1,000,000/. in sovereigns to 
be drawn out. The coin in the issue department would 
be diminished by 1,000,000/., but the coin out of that 
department would be at the same time increased by 
1,000,000/., while the aggregate amount of the circu- 
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lation consisting of notes in the hands of the public, 
and of coin and notes in the banking department, 
would remain exactly as before. The functions which 
had been performed by the 1,000,000/. of notes drawn 
from the reserve and paid into the issue department 
and cancelled, would now be performed by the 
1,000,000/. in coin drawn out of the issue department 
and added to the reserve of the banking department. 
While the sovereigns were held in the issue depart¬ 
ment, their functions as circulation were suspended, 
inasmuch as these functions were delegated to the 
notes issued against the sovereigns; but when the 
notes which had represented the sovereigns in the 
issue department were cancelled, and the sovereigns 
drawn out, their functions as circulation would have 
been resumed, and the aggregate amount of the circu¬ 
lation consisting of coin and notes in the hands of the 
public, and of coin and notes in the till of the banking 
department, would remain exactly as before. In so 
far as relates to a domestic drain originating in the 
substitution of coin for notes in banking and mercan¬ 
tile reserves, the opinions advanced in the Report of 
the Committee are utterly fallacious. They proceed 
from an entire misapprehension of the spirit and of the 
provisions of the Act of 1344. 

3rd. A domestic drain may result from a sudden 
increase of employment and a corresponding increase 
in the demand for coin to pay increased wages to an 
increased number of hands. It will be apparent, on 
the principles just stated, that a domestic drain thus 
caused could not contract the circulation. The em¬ 
ployers of labour in the districts in which increased 
employment had sprung up, would apply to the pro- 
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vincial banks for additional supplies of coin ; the 
provincial banks would demand the increased supply 
from their London correspondents, who would pay in 
bank-notes to the issue department of the Bank of 
England, and draw out gold to be remitted to the 
provinces. By this process the metropolitan circula¬ 
tion would be diminished by the amount of the notes 
paid in, while that of the provinces would be increased 
by the amount of the coin drawn out; but as these 
amounts would be equal, the aggregate amount of the 
circulation would in the first instance be neither in¬ 
creased nor diminished. A further process, however, 
would speedily ensue. While the increase of employ¬ 
ment and production enabled the provinces to command 
a larger share of the circulation of the country than 
before, the demand of the metropolitan district for 
circulation would be the same as before; and the 
diminution in the metropolitan supply (the exchange 
being previously at par) would increase the value of the 
metropolitan currency in relation to foreign currencies, 
and induce an influx of gold, and a corresponding 
increase in note circulation. The final result would 
be, that the aggregate amount of the circulation, 
metropolitan and provincial, would be increased by 
the proportion in which the increase of employment 
and the production of commodities had been in¬ 
creased. 

It will be obvious from this exposition, that the 
provisions of the Act of 1844 are peculiarly applicable 
to the case of a domestic drain originating in increased 
employment. Previous to its enactment the with¬ 
drawal of gold from the Bank for the payment of 
increased wages in the provinces, did not reduce the 
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amount of the metropolitan circulation ; because when 
the correspondents of the provincial bankers paid 
notes in exchange for coin, these notes were replaced 
by new issues to a similar amount. Hence there was 
no diminution in the amount, and no rise in the value 
of the metropolitan currency, and consequently, no 
influx of gold to replace the coin drawn from the 
Bank for the provinces. Under the former law, the 
final result of a domestic drain originating in increased 
employment, was an increase in the metallic cir¬ 
culation, accompanied by a corresponding diminution 
in the reserve of bullion in the Bank. Under the 
provisions of the Act of 1844, the ultimate results of 
such a domestic drain are an increase in the metallic 
circulation of the provinces without a corresponding 
diminution of the bullion in the Bank. A brief con¬ 
sideration of these opposite results will enable us to 
measure the value, scientific or practical, of the 
objection of the Committee, that the Act of 1844 is 
inapplicable to the case of a domestic drain caused 
by an increase of employment and of wages. 

4th. A domestic drain of gold may be caused by the 
failure of banks of issue, and by the consequent de¬ 
struction of portions of the provincial circulation. A 
remarkable case of this class occurred in 1793, and 
another in 1825. The former is recorded by Mr. 
MTherson in his 4 Annals of Commercethe other 
by Mr. Tooke in his 4 Considerations on the State of 
the Currency.5 In reference to the domestic drain 
of 1793, Mr. M4Pherson says— 

44 Amidst the general calamity, the country banks, 
44 which were multiplied greatly beyond the demand 
44 of the country for circulating paper currency (there 
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“ being about 288, or, according to other accounts, 
“ 400 of them in England and Wales), and whose 
“ eagerness to push their notes into circulation had 
“ laid the foundation of their own misfortunes, were 
“ among the greatest sufferers, and consequently, the 
“ greatest spreaders of distress and ruin among those 
“ connected with them; and they were also the chief 
“ cause of the great drain of cash from the Bank of 
“ England, exceeding every demand of the kind for 
“ about ten years back. Of these banks, above a 
“ hundred failed, whereof there were twelve in 
“ Yorkshire, seven in Northumberland, seven in Lin- 
“ colnshire, six in Sussex, five in Lancashire, four in 
“ Northamptonshire, four in Somersetshire, &c.”* 

The domestic drain of 1825 is thus described by 
Mr. Tooke:— 

“ In the present instance the contraction of the 
“ currency has been aggravated by the peculiarly 
“ slender means with which a great part of the pri- 
“ vate banking establishments in England have been 

“ conducted. The issues of many of these banks had 
“ been enormously extended, without any adequate 
“ reserve of available funds to meet such sudden 
“ demands as it is of the very essence of the principles 

' “ of banking to contemplate and provide for. It ap- 
“ pears, by the disclosures arising out of the late dis- 
“ astrous and unprecedentedly numerous failures, that 
“ several of the banks had been for some time before 
“ insolvent, and had been kept afloat merely by the 
“ confidence of their customers, and the facilities of 
“ the money market, which had accompanied the in- 
“ crease of the Bank of England issues during the high 

* Annals of Commerce, p. 266. 
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“ prices. The first breath of suspicion, and the small- 
“ est reduction of their accustomed accommodation, 
“ was sufficient to sweep away this description of cir- 
“ culation of paper. It has been discovered, more- 
44 over, that several of the country banks which were 

“ solvent, so far as related to the power of eventually 
“ liquidating their engagements, had not been con- 
44 ducted on correct banking principles, having either 
“ no reserve at all, or a very inadequate one in an 
“ available and immediately convertible form. 

44 The consternation now became general, not only 
“ among the holders of local notes, but among de- 

44 positors, as well in the metropolis as in the country. 
“ There was, in consequence, a severe run upon several 
44 of the London bankers, of whom three or four, be- 
“ sides the one before alluded to, suspended their 
“ payments. The panic was then at its height; 
“ nearly seventy banks, in town and country, sus- 
44 pended their payments in the course of the single 
44 month of December last. Bank of England notes 
44 and gold were almost the only medium which would 
44 then be accepted in payment throughout the coun- 
44 try; but Bank of England notes, where even they 
44 were taken as readily as gold, could not supply 
44 the chasm created by the discredit of the local 
44 paper, since the Bank had ceased to issue one-pound 
44 notes; gold, therefore, was required specifically for 

44 this as well as for the more general purposes of 
44 meeting the demand from want of confidence in the 
44 paper. The drain upon the Bank coffers for gold, 
44 for internal purposes was, from these causes, so 
44 great, that following a previous drain for exporta- 
4< tion, doubts were entertained whether early pay- 

M 
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44 ment could be maintained. Happily the country 
44 escaped the calamity of a second suspension. The 
44 contraction which had taken place in the circulating 
44 medium by the destruction of nearly all the country 
44 paper, and the cessation of all transactions on credit, 
44 and the detention of sums for the purpose of in- 
44 creased reserves by bankers and others, was greater, 
44 perhaps, than had ever before occurred, notwith- 
44 standing that a larger issue of Bank of England 
44 notes had been made through the medium of ex¬ 
panded discounts of mercantile bills; and this 
44 contraction was at length effectual in occasioning an 
44 influx of gold sufficient to place the Bank out of 
44 immediate danger. In the meantime it had issued 
44 a few one-pouud notes, to supply the wants of the 
44 country circulation.” 

It is made obvious by these statements of Mr. 
M4Pherson and Mr. Tooke, that the Committee made 
an historical mistake in urging, as an objection to the 
Act of 1844, that it is not applicable to cases of 
domestic drain, caused, as in 1793 and in 1825, by a 
destruction of the note circulation of the provincial 
banks. The recurrence of such drains is now impos¬ 
sible in England and Wales. Those of 1793 and 1825 
were caused by the unrestricted power then possessed 
by the provincial banks of issuing one-pound notes. 
This power, except in Scotland and Ireland, they no 
longer possess. One-pound notes have been sup¬ 
pressed in England and Wales, and the Acts of 
1844-45 withdraw throughout the United Kingdom 
the power of unrestricted issue. Hence, through the 
conjoint operation of the suppression of one-pound 
notes, and of the provisions of the Acts of 1844-45, the 
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recurrence of domestic drains, originating in a destruc¬ 

tion of the provincial circulation, has been rendered 

impossible in England and Wales. In Scotland and 

Ireland, indeed, such drains may possibly occur so long 

as the banks of these countries are allowed to issue 

one-pound notes. But as the Act of 1845 prevents 

an increase of all provincial issues beyond a fixed 

limit, unless the excess beyond that limit should be 

represented in Scotland and Ireland by coin, the 

effects of a domestic drain from those countries have 

been materially mitigated, and would be altogether 

averted by the suppression of one-pound notes. 

The Committee advance a still further objection 

to the Act, upon the ground that when coincidently 

with a favourable exchange, the efficacy of the circu¬ 

lation is diminished by internal alarm and distrust, 

and a consequent hoarding of coin and notes, the 

Bank is not only precluded from extending its issues, 

but compelled to contract them. The grounds of this 

objection are thus stated in the Report:— 

4 4 It would appear from what has been said, that if 

44 an extension of the currency were to take place 

44 when the exchanges are adverse, the convertibility 

44 of the currency would be endangered, a contraction 

44 of the currency is consequently called for. If, on 

44 the contrary, at a time of internal discredit but of 

44 favourable exchange, the same contraction were 

44 applied to the currency, panic would ensue with all 

44 its formidable consequences.” 

Had the framer of the Report given due attention 

to the provisions and practical operation of the Act, 

he would have seen that when under a favourable ex¬ 

change the efficacy of the circulation is diminished by 

m 2 
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internal alarm and hoarding, the Act, instead of re¬ 
quiring the Bank to contract its issues, compels it to 
extend them. It can scarcely be necessary to repeat 
that for every additional ounce of gold brought 
into the coffers of the issue department, there must, 
under the provision of the Act, be a corresponding 

increase in the amount of notes issued to the public. 
In so far as regards the issue department, a glance at 
the Act refutes the objection. With respect to the 
banking department, alarm and discredit may cause 
deposits and reserve to be drawn out, to an extent 
greater than that which the influx of gold and the 
increase of issues can replace. But even in this case 
the influx of bullion and the increase of issues would 
effect a partial replacement of the deposits and 
reserve, and thus enable the banking department to 
continue advances upon discount, which it would 
otherwise be compelled to withhold. And this would 
not be all. Relieved from all anxiety regarding the 
convertibility of the circulation, and seeing that the 
notes out of the issue department were increasing, the 
directors would feel assured that they might, without 
departing from the legitimate rules of banking, allay 
alarm and discredit by advancing a more than ordi¬ 
nary proportion of their deposits upon discount, and 
retaining a less proportion as reserve. Thus whether 
we look to the issue or to the banking department, we 
find that under the provisions of the Act of 1844 the 
Bank, when the exchange is favourable, is enabled to 
mitigate the effects of alarm and discredit to a far 
greater extent than it could have done under the pre¬ 
vious law. When it possessed the dangerous power 
of unrestricted issue, it exercised that power on 
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several signal occasions, to an extent which brought it 

to the verge of a suspension of cash payments. Ex¬ 
cessive issue led to excessive speculation, over-trading, 
enhanced prices, and adverse exchange. These were 
succeeded by collapse, alarm, distrust, hoarding, and 
depressed prices, followed at length by favourable 
exchange and influx of bullion. But in the face 

of the favourable turn in the exchange and influx 
of bullion, the Bank directors, bewildered and para¬ 
lyzed by the dread of exhausted coffers, instead of ex¬ 
tending accommodation as gold flowed in, restricted 
their issues, and intensified pressure into panic. 

It would appear, when the framer of the Report 
urged the objection that the Act of 1844 compelled 
the Bank to intensify domestic alarm, distrust, and 
discredit, by contracting issues and advances in the 
face of favourable foreign exchange, he must have 
committed the mistake of substituting for the results 
produced under the operation of that Act the opposite 
results produced under the operation of the former 
law. This inference is verified by the fact, that each 
and every authority to which he refers in support of 
his objection bears witness to proceedings which took 
place under the former law, and which cannot take 
place under the existing law. The authorities on 
which he relies are derived from Mr. Iluskisson’s 
pamphlet, the Bullion Report, and Mr. Henry Thorn¬ 
ton’s Essay on Paper Credit. We copy them as pre¬ 
sented in the Report: — 

Mr. HusTcisson. 

“ The consequences of sudden alarm cannot be 
“ measured ; they baffle all ordinary calculation. 
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“ Cash is then withdrawn, not because the circulation 
44 is excessive, but by the country banks and the 
44 town bankers, for the purpose of meeting possible 
u demands upon them, and by the community at large, 
44 either directly from the Bank or indirectly through 
“ the former channels, for the purpose of hoarding, 
44 from the dread of some imaginary or contingent 
44 danger. In such a crisis every reduction in the 
44 amount of bank paper is so far from checking the 
“ drain that it aggravates the general distress, because 
44 the gold which is taken out of the Bank, instead of 
“ being substituted in circulation for the notes with- 

“ drawn from it, is for the most part locked up, and 
44 thus in proportion as the stagnant and straitened 
44 circulation wants life and aid it becomes every day 
44 more embarrassed, whilst each new calamity pro- 
44 duced by such a state of things contributes to spread 
44 and increase the general apprehension. It is there- 
44 fore manifest that by a possible combination of 

“ things the Bank might be driven to part with its 
“ last guinea, not only without having checked the 
“ drain, but with the certainty of increasing it in pro- 
44 portion as their notes were diminished.” 

The Bullion Report. 

44 The circumstances which occurred in the be«;in- 
44 ning of the year 1797 were very similar to those of 
44 1793,—an alarm of invasion, a run upon the country 

44 banks for gold, the failure of some of them, and a 
44 run upon the Bank of England,—forming a crisis 
44 like that of 1793, for which, perhaps, an effectual 
44 remedy might have been found if the Bank of Eng- 

44 land had had courage to extend, instead of restrict- 
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“ ing its accommodation and issue of notes. Some few 
“ persons, as appears from the Report of the Secret 

“ Committee of the House of Lords, were of this 
“ opinion at that time; and the late Governor and 

“ Deputy-Governor stated to your Committee that 
“ they and many of the directors are now satisfied, 

“ from the experience in 1797, that the diminution of 
“ their notes in that emergency increased the public 
“ distress; an opinion in the correctness of which 
“ your Committee entirely concur.” 

Mr. Henry Thornton. 

“At a period of internal discredit the country 
“ bankers limit the issue of their notes, and enlarge 
“ their reserves of cash; the money-dealers of the 
“ capital participate in the alarm, and enlarge their 

“ reserves likewise. Unless the Bank of England, 
“ therefore, which is the source of circulating credit, 

“ shall in these circumstances consent to enlarge its 
“ issues of paper, a general subversion and ruin of 
“ that credit may take place; but if it adopts that 
“ measure seasonably, and in the proportion that the 
“ new demands of the circulation require, the mischief 
“ may cease after a slight and temporary inconveni- 
“ ence. The experience of 1793 illustrates this. The 
“ pressure then began with a demand for guineas for 
“ the interior. The notes previously in circulation 
“ were not below the usual number, but that was ren- 
“ dered by a slower circulation insufficient. A loan 
“ of Exchequer Bills proved a remedy. In future 
“ seasons of alarm it may reasonably be expected that 
“ the directors of the Bank of England will prove less 
“ timid.” 
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Now it is important to keep in mind that the state 
of things which existed at the periods to which these 
high authorities refer, passed from existence on the 
passing of the Act of 1844. In 1793, 1797, and 
1825, the Bank of England and the numerous pro¬ 
vincial banks throughout the country possessed the 
power of unrestricted issue, while the greater part 
of the circulation of the kingdom consisted of one- 
pound notes. The Bank of England and the pro¬ 
vincial banks exercised the power of over-issue to a 
most pernicious excess. 

The case contemplated by Mr. Huskisson in the 
passage quoted from the Report, was a case of approach¬ 
ing exhaustion of gold, and of a consequent panic, 
“ incapable of being foreseen or defined by law, a 
“ case, the remedy for which, should it occur again, 
“ must be left to those who may then be at the head 
“ of affairs, subject to their own responsibility, and to 
“ the judgment of Parliament.” Now it is abundantly 
evident that the opinion expressed by Mr. Huskisson 
in reference to such a case, is totally inapplicable to 
any case which can occur under the Act of 1844. 
That Act, by securing the perfect convertibility of 
the bank-note, renders it impossible that panic should 
be caused by an apprehension of the exhaustion of 
the coffers of the Bank, except under some national, 
calamity, civil war, or foreign invasion, incapable of 
being “foreseen or defined by law,” and requiring, 
should it occur, the intervention “ of those at the 

“ head of affairs, subject to the judgment of Parlia- 
“ ment.” 

Again, the circumstances referred to in the passage 
taken from the report of the Bullion Committee arc 
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so entirely dissimilar to any circumstances which can 
occur under the Act of 1844, that inferences deduced 
from the former must, when applied to the latter, be 
illogical and fallacious. The circumstances to which 
the Bullion Report referred were, “ an alarm of inva- 

“ sion, a run upon the country banks for gold, the 
“ failure of some of them, and a run upon the Bank 
“ of England;” and for the panic thus created through¬ 
out the country the Report says, “ perhaps an effectual 
“ remedy might have been found if the Bank of Eng- 
“ land had had courage to extend instead of restricting 
“ its accommodation and issue of notes.” Now this 
is the very remedy which the Act of 1844 is pecu¬ 
liarly calculated to supply. Under its provisions, 
and through the abolition of one-pound notes, there 
cannot be, in so far as relates to England and Wales, 
a run upon the country banks for gold, nor can there 

be, to so great an extent as formerly, a domestic drain 
upon the Bank of England for replacing the local 
currency destroyed by the bankruptcy of provincial 
issuers; while the Bank directors, not paralyzed by 
the apprehensions of a suspension of cash payments, 
are encouraged, on the first favourable turn of the 
exchange to resort to their deposits, and “ to extend, 
“ instead of diminishing, their advances to the public.” 

The same reasoning applies to the passages taken 

from Mr. Henry Thornton’s Essay on Paper Credit. 
These passages refer to the crisis of 1T93, when “ the 
“ pressure began with a demand for guineas for the 
“ interior.” Had the Bank of England in those cir¬ 
cumstances consented to “ enlarge its issue of paper, 
“ in the proportion that the new demand of the circu- 
“ lation required, the mischief might have ceased 



170 LORDS’ COMMITTEE. 

“ after a slight and temporary inconvenience.” But 
the Bank of England, trembling for the safety of its 
own coffers, was deterred from “ enlarging its issues 
“ of paper,” and “a loan of Exchequer-bills proved a 
“remedy.” Mr. Thornton adds, “in future seasons 

“ of alarm it may reasonably be expected that the 
“ directors of the Bank of England will prove less 
“ timid.” They did prove less timid in the crisis of 
1839, and the convertibility of the circulation not 
being then effectually secured as it now is under the 
Act of 1844, the consequences of the temerity of the 
directors were a drain upon their coffers to the verge 
of exhaustion, and the necessity of resorting to the 
Bank of France for a loan of £2,000,000, in order to 
avert a suspension of cash payments. 

Thus it appears that the high authorities referred 
to in the Report, so far from establishing, completely 
overthrow the objection, that the Act of 1844 with¬ 
holds the Bank from making, on a favourable turn of 

the foreign exchange, increased advances in support 
of commercial credit. The obvious, the necessary 
inference from the views presented by these high 
authorities is, that the Act, instead of preventing, 
empowers the Bank to make the desired advances. 
The authorities concur in affirming the principle that 
when, as in the crises of 1793 and 1825, a drain of 
gold sets in, not for exportation, but for supplying a 
deficiency in the circulation caused by the failure of 
provincial issuers and internal alarm, the appropriate 
remedy is, a timely increase of advances by the Bank 
of England; and they concur in stating that, during 

the drains upon the coffers of the Bank at the above 
periods, the directors had not courage to act upon the 
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principle of checking the demand for coin by an 
additional advance of notes ; and they express a hope 
that on future occasions the directors may have suf¬ 
ficient confidence in their own resources to adopt a 
less timid policy. This less timid policy the directors 
are now enabled to adopt. While the Act of 1845, 
in conjunction with the former Act abolishing in 

England and Wales the issue of one-pound notes, 
renders nearly impossible any serious drain of coin to 
supply a vacuum in the provincial circulation, the 
Act of 1844, by relieving the directors from the 

apprehensions regarding the safety of their coffers 
which paralyzed them under the former law, gives 
them courage, on the first indication of a favourable 

exchange, to retain in the banking department a less 

proportion of their deposits as a banking reserve, and 
to advance a greater portion in support of commercial 
credit. Had Mr. Huskisson, Mr. Horner, and Mr. 
Thornton lived to the present time, they would have 
been zealous supporters of the Act which secures the 
adoption of the course which they unanimously re¬ 
garded as the appropriate remedy for a monetary 
pressure caused by a domestic drain! It is quite 
certain that Mr. Huskisson could not have fallen into 
the error which the Report assumes he would have 
committed, namely, that of conceiving that the bul¬ 

lion held in the issue department “might create an 
“ artificial scarcity of gold by the restrictions im- 
“ posed upon its use by the Act of 1844/’ And 
it is equally certain that Mr. Huskisson could not have 
failed to see that the bullion was retained because the 
notes issued against it were not more than sufficient to 
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keep the currency at par with foreign currencies, and 
that issuing the bullion to the public without withdraw¬ 
ing the notes would have rendered the currency re¬ 
dundant in relation to foreign currencies, would have 
induced an adverse exchange, and have caused the 
bullion to be exported as fast as it was issued. It is 
impossible that Mr. Huskisson should have been in¬ 
capable of seeing that the bullion and the notes could 
not both be retained in circulation. 

The VII section of the Report is headed, “Unex¬ 

ampled Fluctuations in the Rates of Discount 
“since the Act of 1844.” It commences with the 
following statement:— 

“The earlier practice of the Bank of England 
44 had been to discount at a rate nearly fixed and 
“uniform. From 1704 to the 16th of May 1839, 
“ this rate never exceeded five, nor was less than four 
“per cent. In the pressure of 1839 the rate was 
44 raised for some months to six per cent., but it was 
“ reduced to five per cent, in January 1840, and re- 
“ mained at four or five per cent, as before, until after 
“ the passing of the 7 and 8 Yict. cap. 32. 4 Prior 
“ to September 1844/ observes Mr. Horsley Pal- 
“ mer, 4tlie Bank never reduced the rate of interest 
“ below four per cent.; though there were occasions 
“ when the value of money for discount of bills was 
“ as low as two and a half per cent/ (2926) The rc- 

“ suit of this system, your Lordships will perceive, must 
“ necessarily have been to check the fall in the rate of 
44 discount when already low, which the active compe- 
44 tition of the Bank of England must have produced, 
44 and, on the other hand, to check the tendency up- 
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“ wards, which would have been the result of a reduc- 
u tion in the number of lenders, and of a consequent 
“ scarcity of money. In the one case, the Bank was 
“ kept out of the discount market; on the other, it 
“ obtained almost the entire command of that market. 
“ In both cases the effect was to produce steadiness 
“and diminisli fluctuations.”—(Pp. 33, 34.) 

“ This system was abandoned in September 1844, 
“ after the passing of the Act. For the rate of dis- 
“ count already described, there has been substituted 
“ a rate which fluctuates from time to time; a mini- 
“ mum rate has been substituted in the bank notices 
“ for a uniform one; and a practice has been intro- 
“ duced of discounting bills at the same time at differ- 
“ ent rates. The accounts in the appendix exhibit the 
“ extent and duration of these fluctuations.” 

The Report further states, upon the evidence of 
Mr. Browne, that while the highest rates of discount 
during the crises of 1837 and 1839 were respectively 
five and a half and six and a half, the highest rate in 
1847 was ten per cent.: and adds, aThis does not 
“ give an accurate view of what the interest of money 
“ was in 1847, because persons frequently paid a com- 
“ mission, which made it amount to ten, twenty, and 
“ thirty per cent., depending on the time the bill had 
“ to run, and the pressure of money at the moment. 
“ The commission charge in 1837 and 1839 was by 

“ no means to the same extent.” 
“ But,” continues the Report, “the Committee are 

“ far from wishing to lead your Lordships to the con- 
“ elusion, that it has been the high rate of interest 
“ which has exclusively, or even mainly, been produc- 
“ tive of mischief in the commercial world. On the 
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“ contrary, it appears that evil consequences to the 
“ full as great are traceable to periods of forced de¬ 
gression of interest/’ 

These passages of the Report apply not to the oper¬ 
ation of the Act of 1844, but to the conduct of the 
Bank directors. Previous to the passing of the Act, 
the directors possessed full discretionary power over 
their rate of discount; and the self-same discretionary 
power, after the passing of the Act, they continued to 
possess. Nevertheless, as there has been a coincidence, 
although no necessary connection, between the intro¬ 
duction of the Act and the alteration of the rules 
according to which the discount business of the Bank 
had been previously conducted, it seems desirable to 
ascertain whether the condemnation which the Com¬ 
mittee have pronounced on the recent management of 
the discount department, be founded upon correct or 
upon erroneous principles. 

The discount market, in common with every other 
market, is governed by the law of demand and supply. 
When the supply of money to be advanced upon mer¬ 
cantile securities increases, the demand for such ad¬ 
vances remaining the same, the rate of discount falls; 
and when the demand for advances on securities in¬ 
creases, the supply of money remaining the same, the 
rate of discount rises. Has any valid reason been ad¬ 
vanced why the natural law of supply and demand, as 
applied to the discount market, should be superseded 
by artificial regulations ? The Committee bring forward 
many high authorities to prove, what no one denies,that 
unusual fluctuations in the rate of interest are inju¬ 
rious. Witnesses equally numerous may be produced 
to certify to the further truism, that unusual fluctua- 
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tions in the price of corn are injurious. But no one 
has hitherto ventured to propose that the dealers in 
corn should be required to equalise prices, by with¬ 
holding sales in abundant years, and forcing them in 
deficient years. Every one sees that the adoption of 
such a course would curtail the comforts of the popu¬ 
lation in the former, and lead to immediate waste and 
prospective famine in the latter. Every one perceives, 
that as respects the corn market, the cattle market, 
the coal, the cotton, wool, and produce markets, arti¬ 
ficial interference with the natural law of supply and 
demand is at once unsound in principle and injurious 
in practice. Previous to the introduction of the Act 
of 1844, however, the directors of the Bank of 
England conceived that the discount market was an 
exception to the general rule. They dreamed that 
they owed it as a duty to the public to keep their 
rate of discount above the market rate, when an influx 
of gold rendered money abundant, and below the 
market rate when an efflux of treasure rendered 
money deficient. After the Act of 1844 came into 
operation, the directors, in exercising the discretion 
which the Act had in no way abridged, deemed it ex¬ 
pedient to adopt a different course, thinking it unne¬ 
cessary either to prolong an influx of gold, by keeping 
the Bank rate of discount above the market rate when 
money was already abundant, or to accelerate an efflux 
of treasure by keeping their rate below the market- 
rate, when loanable capital was becoming deficient in 
relation to the demand for it. The directors decided on 
leaving the money market, as all other markets had 
been left, to the undisturbed operation of the law of 
demand and supply. The Committee express a strong 
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objection to this course, on the ground that it has been 
followed by more frequent fluctuations than those 
which had occurred previous to its adoption. But 
they have not attempted to explain the practical results 
of these more frequent fluctuations. They have as¬ 
serted that beneficial effects are the results of artificial 
arrangements for preventing a fall in the rate of inte¬ 
rest, when money is abundant, and for preventing a 
rise in the rates when money is scarce. But while 
affirming these propositions, they have not ventured 
on their proof. Proof they would have found to be 
impossible, inasmuch as the propositions so inadver¬ 
tently affirmed, are at variance with principle and 
contrary to fact. Interference with the spontaneous 

action of supply and demand is as pernicious and as 
indefensible when applied to the rate of discount as 
when applied to the prices of commodities.- An accu¬ 

rate analysis of the phenomena of the money market 
will render it apparent, that to check a fall in the rate 
of discount, when proceeding from an abundance of 
capital, is to diminish the advantages of such abun¬ 
dance ; and that to check a rise in the rate of 
discount, when resulting from a deficiency of capital, 
is to increase the disadvantages of such deficiency. 

Discount is the price paid for the temporary loan of 
money-capital. This price, like the prices of all other 
things which are brought into the market, is governed 
by the relation of demand to supply. When the 
supply of money-capital increases, its marketable value 
falls, and the rate of discount declines; and when it 
becomes less abundant, its value in the market is in¬ 
creased, and the price demanded for the temporary 
use of it is advanced. There can be no permanent 
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fall—no permanent rise in the rate of discount, unless 
there should be an increase or a diminution in the 
proportion which the supply of capital bears to the 
demand. There may, indeed, be a temporary fall or 
rise in the rate of discount, without any increase or 
diminution in the relative amount of capital; just as 
there may be a fall or a rise in the price of corn, or of 
any other commodity, without an increase of its rela¬ 
tive quantity. As the holders of corn, under a mis¬ 
taken calculation of the extent of the supply, may 
lower or raise prices by bringing their stocks to 

i 

market too rapidly or too slowly, so the owners of 
money capital may, through analogous miscalculations, 
unduly reduce or advance the rate of discount. In 
either case, however, reaction speedily sets in. In the 
former, an undue reduction in prices causes increased 
consumption, and converts artificial abundance into 
real deficiency; in the latter, an undue facility in ob¬ 
taining the temporary command of money-capital, in¬ 
vites to overtrading, to an extension of transactions 
which cannot be continued without a continuance of 
advances beyond what the actual amount of capital in 
the country can permanently supply, and which must 
necessarily terminate in a disastrous collapse of credit. 

Bankers and discount-houses, under a mistaken ap¬ 
prehension of an approaching scarcity of money, occa¬ 
sionally fall into the error of raising the rate of 
discount above the rate which the actual amount of 
capital in the country would naturally determine. 
This creates, for a time, the apprehended scarcity. 
The increased difficulty in obtaining the command of 
capital limits transactions, and the limitation of tran¬ 
sactions limits the demand for discounts. The amount 



178 LORDS’ COMMITTEE. 

of the new bills discounted becomes less than the 
amount of the old ones falling due. The tills of the 
banks begin to overflow ; and bankers and discounters 
are reduced to the alternative of keeping their accu¬ 
mulations unemployed, or of advancing them to the 
public at reduced rates. 

From what has now been said it will be apparent, 
that the Bank of England can exercise no permanent 
influence on the market rate of discount. That rate 
is ultimately determined by the proportion which the 
supply of loanable capital existing in the country bears 
to the demand. But a considerable portion of the 
loanable capital at any time existing in the country, 
is placed at the disposal of the Bank of England; 
and, consequently, the Bank of England may, by un¬ 
duly increasing or diminishing the amount of its ad¬ 
vances from the capital thus placed at its disposal, 
cause a temporary decline or advance in the rate of 
discount. In either case, however, reaction would 
speedily set in. In the one, the undue reduction in 
the terms upon which loans could be obtained, would 
increase the demand for them, dangerously diminish¬ 
ing the banking reserve, and compel the directors to 
contract their advances; in the other, the undue in¬ 
crease in the price at which advances of capital could 
be obtained, would diminish the demand for them 
until the accumulation of unemployed notes in the till 
of the banking department, induced the directors to 
reduce their rates. 

These oscillations in the rate of discount, above 
and below the ultimate level determined by the 
amount of loanable capital actually existing in the 
country, are alike injurious to the Bank and to the 
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public. It is the obvious interest of the Bank to ad¬ 
vance upon mercantile securities as large, and no 
larger, a proportion of the capital placed at its disposal, 

as may be consistent with the maintenance of an 
adequate reserve to secure the payment of deposits; 
and it is equally obvious that it is the interest of the 
public to obtain the command of the whole of the 
loanable capital of the country at the lowest price at 
which it can be advanced, without incurring the risk 
of a subsequent contraction of advances and collapse 

of credit. Now these results, alike beneficial to the 
Bank and to the public, can only be secured by leaving 
the discount market to be governed by the law of 
demand and supply. This course, as we have seen, 
the directors of the Bank of England have had the 
wisdom to adopt. In the present agitated state of the 
money market of the world, a departure from it would 
be not only injurious but perilous. A recurrence, as 
recommended by the Lords’ Committee, to the former 
course of keeping the Bank rate of discount above the 
market rate when capital is abundant, and below it 
when capital is deficient, would check the development 
of industry and trade in the former case, and lead to 
over-trading, insolvency, and collapse of credit in the 

latter. Let us briefly trace the modus operandi by 
which these results are produced. 

The immediate effect of an increase of money-capital, 
and consequent decline in the rate of discount, is to 
enable producers and dealers throughout all the depart¬ 
ments of industry in which the system of credit pre¬ 
vails, to carry on extended transactions at diminished 
cost. A reduction in the price paid for the use of 
capital is as advantageous to producers, as reductions 

N 2 
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in the price of seed, material, implements, and ma¬ 
chinery;—as advantageous to merchants and dealers 
as reductions in the cost of carriage. When more 
capital is employed, more goods are produced; and 
when the rate of discount falls, the production is 

effected at less cost. 
As regards home production, the effect of the 

conjoint action of increased capital and reduced dis¬ 
count is to enlarge the field for the employment of 
capital. Numerous undertakings may be advanta¬ 
geously entered upon when additional capital can 
be obtained at a cost of three per cent., which could 
not be profitably pursued were the charge for the 
loan of capital six per cent. 

As regards foreign trade, the fall in the rate of 
discount which accompanies an increased supply of 
loanable capital, confers important advantages. When 
exporting merchants can obtain increased advances 
at diminished rates, they acquire a more extensive 
command over foreign markets, by being enabled 

to give their foreign customers longer credits. Hence 
every increase in the supply of loanable capital con¬ 
tributes at one and the same time to extend home 
productions and to enlarge foreign markets. 

A fall in the rate of discount is accompanied by a 
rise in the price of all interest-bearing securities. 
The effects of a rise in the price of such securities 
on credit, and on the distribution and application 
of capital, are sometimes imperfectly understood. 
A rise in the value of securities may be caused 
by an inflation of credit, and an excess of paper 
issues or of banking accommodation. When origi¬ 
nating in this way, a rise in the price of govern- 
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ment stock, and of railway and other shares, is a 
mere alteration in relative values, which in no way 
adds to the productive power and resources of the 
country. The increase of wealth is only nominal. 

A rise of ten per cent, in the price of the public 
funds, unaccompanied by an adequate increase of 
capital to sustain it, would give a nominal increase 
of capital of eighty millions; but should an attempt 
be made to realise this nominal increase of capital, 
by selling the securities to that amount, the rise 
of price—the apparent amount of capital—would 
vanish in a moment, amidst a ruinous collapse of 
credit, analogous to that which resulted from an 
inflation of credit during the panic of 1825. It 
amounts to a self-evident proposition, that there can 
be no real increase in the general command of capital, 
unless there should be an increase in the quantity of 

capital. 
When a rise in the price of public securities is 

occasioned and sustained by an increase in the amount 
of capital, then the holders of such securities can 
realise a proportionate share of that increased amount. 

Let us assume, for example, that the rise in the 
price of public securities has been ten per cent., and 
that, previous to this rise, one portion of the money 
capital of producers and merchants had been placed 
with their bankers, and another portion invested in the 
public funds. It is obvious that in this, and every 
other analogous case, producers and dealers will have 
the portions of their capital so invested increased by 
ten per cent., and will be enabled to extend their 
transactions by the amount of such increase. 

But the advantages of an advance in the value of 
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securities, when resulting from, and sustained by, an 
adequate increase in the amount of capital, is not 
confined to producers and dealers. 

A fall in the rate of discount, and the consequent 
rise in the value of securities, when sustained by a 
corresponding increase of capital, not only enlarges the 
sources of domestic production, but renders us at the 
same time larger participators in the revenues of 
foreign countries. As the value of British securities 
in relation to foreign securities rises above the ordi¬ 
nary proportion, the cambists and universal bankers 
who purchase from exporting merchants the increased 
supply of bills drawn upon foreign countries, invest in 
foreign securities a portion of the proceeds realised 
by their sale. In the British market, British secu¬ 
rities are sold and foreign purchases effected, and by 
these coincident operations the accumulating supplies 
of money capital are drawn off. But the country 
does not therefore lose their productive efficacy. The 
interest on the foreign securities held by British capi¬ 
talists becomes a permanent source of increased income 
to the nation. Nor is this all. The British capital 
invested in foreign securities is an ever-available reser¬ 
voir of treasure, capable of arresting and balancing 

an adverse exchange, and applicable to all the pur¬ 
poses for which an increased foreign expenditure may 
be required. 

Enough has now been said to enable us to measure 
the extent of the scientific knowledge and of the prac¬ 
tical wisdom which induced the Committee to recom¬ 
mend that the Bank should restrict the amount of 
capital advanced to the public, for the purpose of pre¬ 
venting a fall in the rate of discount. Mr. Horsley 
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Palmer, their most cherished witness, had informed 
them that the effect of keeping the rate of discount 
above the market rate had been to cause the capital of 
the Bank to lie unemployed in its coffers. But in their 
estimation, the manifold advantages resulting from a 
comparatively low rate of discount are more than coun¬ 
terbalanced by its tendency to induce undue specula¬ 
tion. A moment’s consideration will convince us that 
this estimation is erroneous, and that the evils resulting 
from the undue speculation which a decline in the rate 
of discount promotes, bears an insignificant proportion 
to the benefits it confers. The diminution in the cost 
of production resulting from a reduction in the rate of 
discount, occasions, as we have seen, an extension of 
industrial operations. Of these the far greater pro¬ 
portion will be legitimate and safe. When a high rate 

of interest limits the extent and the number of indus¬ 
trial operations, the number of traders who succeed, 
and the number who fail, are both diminished; and 
on the other hand, when a reduction in the rate of 
discount increases the number of industrial operations, 
the number of those who succeed and of those who fail 
will also be increased. But as success passes without 
notice, while failure is proclaimed in the 4 Gazette, ’ 
it is rashly and erroneously inferred, that a low rate 
of discount leads to a waste of capital and diminution 
of the national wealth. A moment’s consideration of 

the causes through which a reduction in the rate of 
discount is effected, will convince us that this inference 
involves a reductio ab absurdum. 

A decline in the rate of interest is caused by an 
increase in the relative amount of money capital; and 
an increase of money capital is caused either by an 
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increase in the quantity of commodities, or, the quan¬ 
tity of commodities remaining the same, by an en¬ 
hancement of their value in the foreign markets to 
which they are exported. In either of these cases, 
we acquire the command of a greater proportion of 
the money of the world, gold flows in, money capital 
becomes more abundant, and the rate of discount falls. 
The fall is the effect of the abundance. To escape 
the effect we must remove the cause. To avert the 
evils resulting from a low rate of discount, we must 
prevent an increase in the amount of money capital; 
and in order to prevent an increase of money capital, 
we must diminish the efficacy of our industry, and 
lower the value of our commodities in the markets 
of the world. 

The considerations above presented are abundantly 
sufficient to establish the fact, that the directors of the 
Bank of England adopted a course at once theoreti¬ 
cally vicious and practically mischievous when, 
“ prior to September 1844, they never reduced the 
“ rate of interest below 4 per cent., although there 
“ were occasions on which the value of money for 
“ discount of bills was as low as two and a-half per 
“ cent, in the money market.” Theoretically con¬ 
sidered it was a direct violation, in so far as regards 
the money market, of the principle of free trade, now 
universally approved; while, regarded in relation to 
its practical results, its operation was, as is correctly 
stated in the Report, to “ keep the Bank out of 
“ the discount market,” and to “ check that fall in the 
“ rate of discount, which the active competition of the 
“ Bank of England must have produced.” The fur¬ 
ther operation of this forced elevation of the rate of 
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discount was to prevent a reduction of the cost of 
production throughout all the departments of industry 
based upon our credit system, and to lock up as un¬ 
productive stock in the coffers of the Bank a vast 
amount of money capital, which, had it been permitted 
to compete in the discount market, would have been 
employed either in increasing domestic production, or 
in making British capitalists participators in the re¬ 
sults of foreign industry. 

We now proceed to the consideration of the other 
rule under which the directors of the Bank of England 
conducted their business, prior to the Act of 1844, 
that of keeping their rate of discount below that of 
the market, when the market rate exceeded 5 per 
cent. The result of the adoption of this rule was, as 
is correctly stated in the Report, “ to check that ten- 
“ dency upwards which would have been the result of 
“ a reduction of the number of lenders, and of a con- 

“ sequent scarcity of money.” 
It is strange that such a rule should have been 

adopted by the directors of the Bank of England, and 
stranger still that its adoption should have received 
the approval of a Committee of the House of Lords. 
The record of that approval will hereafter be ranked 
with the celebrated definition of Lord Castlereagh, 
that a pound sterling was “ a sense of value and with 
the vote of the Commons, that depreciated paper was 
equivalent to gold. To explain the practical opera¬ 
tion of the rule will be to establish its absurdity. 

A deficient harvest causes a larger portion of the 
money incomes of the community to be expended on 
necessaries, and a less proportion on non-necessaries; 
and this alteration in prices increases through a two- 
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fold process the demand for money in the discount 
market. The holders of agricultural produce desire 
to defer sales in the expectation of a further rise of 
prices, and apply to the Bank for extended accommo¬ 
dation, that they may be able to do so; while the 
holders of manufactured goods, deeming it less dis¬ 
advantageous to pay interest for loans than to force 
sales at reduced prices, also resort to the Bank for 
extended accommodation. But while the demand for 
money capital thus increases the supply diminishes. 
A rise in the rate of interest is the inevitable result. 
It may be postponed, but it cannot be averted. The 
longer the rise is deferred the higher it ascends. 
When food is deficient in relation to the ordinary con¬ 
sumption, you may prevent an immediate stinting 
of the market at the cost of future famine. When 
the supply of the money capital at the disposal of 
lenders is deficient, in relation to the wants of bor¬ 
rowers, you may prevent an immediate monetary 
pressure at the expense of panic. A rise in prices 
during a dearth of provisions compels the population 
to limit their consumption, and averts starvation. 
A rise in the rate of discount, when the supply of 
money capital is inadequate to meet the demands of 
trade, compels the mercantile classes to contract their 
transactions, and averts collapse of credit, exhaustion of 
treasure, and suspension of cash payments. 

The more closely we consider the subject, the more 
clearly we discern that for a commercial derangement, 
resulting from a relative deficiency of money capital, 
the appropriate—the one and only effectual remedy is 
an early and decided advance in the rate of discount. 
When this remedy is promptly applied, speculators for 
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a farther rise of prices bring their stocks to market, 
under the apprehension that the gain on increased 
price may be less than the loss on increased interest; 
while the holders of depreciated goods find it less dis¬ 
advantageous to submit to reduced prices than to 
continue to borrow at advancing rates. Thus any in¬ 
crease in the terms upon which banking accommodation 
can be obtained tends to arrest a speculative holding 

back of goods, to lower prices, to diminish imports, 
to increase exports, and to mitigate adverse exchange. 
But this is not all. As every fall in the rate of dis¬ 
count below the rates which prevail in other countries, 
raises the price of British securities above their ordi¬ 
nary proportion to foreign securities, and causes our 

comparative redundancy of monej' capital to flow off 
for foreign investment, so every rise in our rates of 
discount above those which obtain in foreign markets, 
depresses British securities below their ordinary pro¬ 
portion to foreign securities, and causes the money 
capital which has flowed out for investment abroad to 
flow back for investment at home. 

No one who has acquired a competent knowledge 
of the elementary principles of monetary science will 
venture to vindicate the rules by which, previous to 
the Act of 1844, the directors of the Bank of England 
kept the Bank rate of discount above the market rate, 
when money capital was relatively abundant, and 
below the market rate when money capital was rela¬ 

tively deficient. No one who has given adequate 
attention to the phenomena of the market can fail to 
see, that the practical operation of these rules was to 
diminish the advantages resulting from an abundance 
of capital during periods of prosperity, and to increase 
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the evils of a deficiency of money capital during 
periods of revulsion. No one who has bestowed a 
serious thought on the extraordinary combination of 
causes, the operation of which is altering the distribu¬ 
tion of the money of the world to the disadvantage of 
this country, can fail to see that the adoption of the 
recommendations of the Lords’ Committee would 
render impracticable the maintenance of our metallic 

standard. 
On the principle of counteracting the free opera¬ 

tion of the law of supply and demand in relation 
to the money market, as contended for in the 
Report of the Lords’ Committee, we ought to re¬ 
enact the usury laws, the corn laws, the sumptuary 
laws, the laws against regrating and forestalling, and 
go back to all the absurdities which disgraced the 
Statute-book and obstructed progress during the 
darker ages. And this is the Report, the reprinting 
of which Lord Derby has procured for the retrograde 
guidance of the Peers of England at the present day!! 

He would have held a higher place on the roll of 
science had his motion been to expunge the Report 
from the votes and proceedings of their Lordships’ 
house. 
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CHAPTER Y. 

CRITICAL EXAMINATION OF THE NEW PRINCIPLES OF CUR¬ 
RENCY AND BANKING, AS PROPOUNDED BY MR. TOOKE, 
AND ADVOCATED BY MR. FULLARTON AND MR. JAMES 
WILSON. 

The leading principles of the new theory of currency 
and banking propounded by Mr. Tooke are comprised 
in the following propositions:— 

1st. That the value of the currency and the prices 
of commodities do not depend upon the amount of the 
circulating medium. 

2nd. That when bank-notes are convertible into 
gold on demand, banks of issue have not the power of 
rendering the currency redundant by an excessive 
issue of the bank-note circulation. 

. 3rd. That the abstraction of bullion from the Bank 
for exportation is not occasioned by an excess and de¬ 
preciation of the currency in relation to foreign cur¬ 
rencies. 

I proceed to the examination of these principles in 
the order in which they are stated. 
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Section 1.—Examination of the principle, that the value of 

the currency and the prices of commodities do not depend 

upon the amount of the circulating medium. 

1st. Mr. Tooke enunciates his leading principle in 
the following terms:—“The prices of commodities do 
not depend on the quantity of money as indicated by 
the amount of bank-notes, nor upon the amount of the 
whole of the circulating medium, but that, on the con¬ 
trary, the amount of the circulating medium is the 
consequence of prices.’5 * The logical accuracy of 
this extraordinary dictum—a dictum at direct variance 
with the principles demonstrated by Adam Smith and 
Ricardo—may be tested by affirming the analogous 
proposition, that the prices of commodities in Europe, 
after the discovery of the mines of South America, did 
not depend upon the quantity of money indicated by 
the amount of coin; nor by the amount of the whole 
supply of gold and silver; but that, on the contrary, 
the amount of gold and silver obtained from the mines 
of South America was the consequence of the subse¬ 
quent advance of prices. 

Well might Mr. Fullarton remark, that when we 
are “asked to entertain a proposition like that con- 
“ veyed in Mr. Tooke’sf dictum, that, ‘variations in 
“ the quantity of the circulating medium do not affect 
“ prices at all,’ we turn away incredulous as from a 
“ paradox that outrages all our preconceived notions, 
“ and seems even to be contradicted by facts within 
“ our daily experience.” That such a dictum should 
have been enunciated and advocated, in the country 

* Currency Principle, p. 123. 
t Regulation of Currencies, p. 58. 
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of Adam Smith and Ricardo, cannot but excite sur¬ 

prise. Mr. Ricardo says,* “ If a mine were discovered 
“ in any country, the currency in that country would 
“ be lowered in consequence of the increased quantity 
“ of precious metals brought into circulation, and 
“ would therefore no longer be of the same value as 
“ in other countries; gold and silver, whether in coin 
“ or in bullion, obeying the same law which regulates 
“ all other commodities. If instead of a mine being 
“ discovered in any country, a bank were established, 
“ such as the Bank of England, with the power of 
“ issuing its notes as a circulating medium, after a 
“ large amount had been issued either by loans to 
“ merchants or by advances to Government, thereby 
“ adding considerably to the sum of the currency, 
“ the same effect would follow as in the case of the 
“ mine. The circulating medium would be lowered 

“ in value, and goods would experience a proportionate 
“ rise.” “ If an addition be made to a currency 
“ partly of gold and partly of paper by an increase of 
“ paper-currency, the value of the whole currency 
“ would be diminished, or, in other words, the prices 
“ of commodities would rise, estimated either in gold 
“ or in paper-currency. The same commodity would 
“ purchase, after the increase of paper, a greater 
“ number of ounces of gold coin, because it would 
“ exchange for a greater quantity of money.” 

It will be unnecessary to refer to further authorities 
for the refutation of Mr. Tooke, inasmuch as Mr. Tooke 
has been completely successful in refuting himself. He 
has written volumes on the influence of quantity on 
price, and has shown, by the most elaborate, details, 

* M‘Culloch’s edition, p. 264. 
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that on all the remarkable occasions on which an ad¬ 
vance or decline of prices has occurred, the advance 
or decline was occasioned bv a decrease or increase in 

%/ 

the quantities of the commodities respecting which the 
variations occurred. Gold is a commodity governed 

as all other commodities are governed, by the law of 
supply and demand. If the value of all other com¬ 
modities, in relation to gold, rises and falls as their 
quantities diminish or increase, the value of gold in 
relation to commodities must rise and fall as its quan¬ 

tity is diminished or increased. But gold is the 
standard of our money. An increase in the quantity 
and fall in the value of gold, in relation to commo¬ 
dities, is the same thing as an increase in the quantity, 
and a fall in the value of the currency in relation to 
commodities,—is the same thing as a rise of prices. 
Mr. Tooke’s History of Prices is a magazine of his¬ 
torical facts demonstrative of the fallacy of the prin¬ 
ciple, that “variations in the quantity of the circu- 
“ lating medium do not affect prices.” 

Mr. Tooke admits, that the value of an inconvertible 
paper-currency is lowered by an increase in its quan¬ 
tity ; but he denies that a convertible currency can be 
lowered by an increase of its quantity. Here he falls 
into a manifest contradiction. The effects of an in¬ 
crease of quantity, so far as increase can be carried in 
both cases, is in both cases precisely the same. The 
difference between the two cases is this :—The increase 
in the quantity of inconvertible paper is unlimited ; 
the increase in the quantity of convertible paper is 
limited by the power of the holder to exchange it for 
gold, as soon as, from the increase of the currency, 
including coin and notes, the value of gold in the 
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home-market, as compared with gold in the foreign- 

market, begins to decline. If the increase in the 
quantity of convertible paper had no effect in lowering 

its value in relation to gold, considered as an ex¬ 

portable commodity, the holder could have no motive 
to exchange it for gold. The fact that an undue 
increase in the quantity of convertible paper causes it 
to be converted for exportation, is a practical demon¬ 

stration that the increase in its quantity lowers its 
value. The act of conversion limits the quantity, and 
therefore limits the fall in value. Mr. Tooke falls into 
the misconception of imagining that the limitation to 
a further decline of value which convertibility im¬ 
poses, prevents the previous existence of the decline 

which it subsequently arrests. He fails to perceive, 
that before a decline of value can be arrested, there 
must have been a decline of value to arrest. 

The effect of an increase in the quantity of money 
in lowering its value, or, in other words, in raising 
prices, may be demonstrated in another way. Let us 
suppose that in the first instance the currency is ex¬ 
clusively metallic; and that in the second instance, 
the banks commence the issuing of promissory notes 
payable upon demand in coin. Now we know, from 
universal experience, that under these circumstances 
a proportion of the coin would be displaced. The 

result is unquestionable; and the manner of its pro¬ 
duction admits of the simplest explanation. Previous * 
to the issuing of promissory notes by the banks, the 
amount of coin in circulation would have been, upon 
the average, just sufficient to keep the currency equal 
in value with foreign currencies, to maintain the ex¬ 
changes at par, and to render the average trade with 

o 
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foreign countries a trade of barter. Now, this having 
been the previous state of things, the increase in the 
amount of the currency occasioned by the issues of 
the banks, lowers the value of the whole currency, in¬ 
cluding coin and notes, in relation to foreign currencies, 
turns the exchanges against us, and causes gold to be 
exported. Now, why should gold be exported ? The 
answer is, only because its value in relation to ex¬ 
portable commodities has fallen ; in other words, only 
because the prices of commodities have risen. Before 
the quantity of money was increased by the issue of 
bank-notes, our imports were paid for by the export 
of commodities; because at the then existing low 
range of prices, commodities were the cheapest instru¬ 
ments by which foreign payments could be effected. 
After the quantity of money has been increased by 
the issue of bank-notes, our imports are paid for by 
the exportation of gold ; because at the now existing 
higher range of prices, gold is the cheapest instrument 
by which foreign payments can be effected. Had 

Mr. Tooke understood the laws which govern the 
foreign exchanges, he could not have ventured to 
affirm, that an increase in the quantity of money does 
not cause an increase of prices. 

Mr. Tooke’s curious reasons for his curious conclu¬ 
sions, that an increase in the quantity of inconvertible 
paper money does, and that an increase in the quan¬ 
tity of convertible paper does not, cause an increase 
of prices, require to be noticed. He says,*— 

“ When a Government issues paper money, incon- 
“ vertible and compulsorily current, it is usually in 
“ payment for— 

* Currency Principle, p. 69. 
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“ 1. The personal expenditure of the sovereign or 
44 the governing power. 

44 2. Public works and buildings. 
“ 3. Salaries of civil servants. 
“ 4. Maintenance of naval and military establish- 

44 ments. 
44 It is quite clear that paper created and so paid 

44 away by the Government, not being returnable to 
44 the issuer, will constitute a fresh source of demand, 
44 and must be forced into and permeate all the chan- 
44 nels of circulation. Accordingly, every fresh issue 
44 beyond the point at which former issues had settled 
44 in a certain rise of price and of wages, and a fall of 
44 the exchanges, is soon followed by a further rise of 
44 commodities and wages, and a fall of the exchanges ; 
44 the depreciation being in the ratio of the forcibly 
44 increased amount of the issues. 

44 It will hence appear that the difference between 
44 paper money so issued and bank-notes such as those 
44 of this country, consists, not only in the limit pre- 
44 scribed by their convertibility to the amount of 
44 them, but in the mode of issue. The latter are 
44 issued to those only who, being entitled to demand 
44 gold, desire to have notes in preference, and it de- 
44 pends upon the particular purposes for which the 
44 notes are employed, whether a greater or less quan- 
44 tity is required.” 

Fallacies 44 permeate all the channels ” of the pas¬ 
sages above quoted. In the first place, it is a fallacy, 
that convertible paper is issued to those only who, 
being entitled to demand gold, desire to have notes in 
preference. In a large number, perhaps in a majority 
of cases, convertible paper is issued to persons who 

o 2 
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are not, at the time of issue, entitled to demand gold, 
and whose title to demand it is created by the paper 
they obtain. The merchant who discounts a bill of 
exchange at the Bank is entitled to demand gold, not 

because he was the holder of the bill, but because the 
Bank has advanced convertible notes upon it. An 
advance of convertible notes upon securities is a new 
creation of paper-money, just in the same way in 
which an advance of inconvertible notes by Govern¬ 
ment is a new creation of paper-money. 

There is no conceivable difference, as regards the 
nature and character of the action upon prices, between 
the action produced by convertible, and that produced 
by inconvertible, paper. There is, however, a differ¬ 
ence between the degree and extent of the action; 
the effect being, in the one case, unlimited, and in the 
other, limited by the speedy diminution in the quan¬ 
tity of the convertible paper-money as soon as its 
value in relation to foreign currencies begins to de¬ 
cline. Mr. Tooke’s argument, when fairly analyzed, 
amounts to this—an increase in the quantity of con¬ 
vertible paper cannot reduce its value, because, when 
the increase of quantity lias reduced its value, a dimi¬ 
nution in its quantity will raise its value; therefore 
the quantity of convertible paper has no influence upon 
its value. 

Mr. Tooke contends that the increase of an incon¬ 

vertible currency would increase wages and prices, 
because it would be expended in the personal expen¬ 
diture of the sovereign or governing power, in salaries, 

and in public works and buildings; and because, thus 
expended, it would permeate all the channels of circu¬ 
it, ion. Now the increase of a convertible currency 
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would produce the same identical effects, through the 
same identical process, which would be produced by 

the increase of an inconvertible currency. Were a 
nobleman to obtain from the Bank of England 100,000/. 

upon the mortgage of his estate, and were he to ex¬ 
pend the amount thus obtained in enlarging his 
domestic establishment, in maintaining an additional 
retinue of servants, and in erecting a mansion and 
ornamental buildings, this convertible paper, thus ex¬ 
pended, would, like an inconvertible paper expended 
by Government upon analogous objects, raise wages 
and prices, because it would “ permeate all the chan- 
“ nels of circulation.” Were this nobleman to expend 
the loan advanced by the Bank of England in im¬ 

proving his estate, in draining, planting, and reclaim¬ 
ing wastes, exactly similar results, as regards wages 
and prices, would be produced; while results exactly 
similar, as far as regards wages and prices, would be 
produced were a master manufacturer to obtain dis¬ 
counts and other advances from the neighbouring 
banks of issue, and to expend the amount thus ob¬ 
tained in erecting new factories, in purchasing addi¬ 

tional materials, and in employing additional hands. 
In all these cases an increased quantity of convertible 
currency would a permeate the channels of circulation ” 
in the same way in which an increased quantity of 
inconvertible currency would permeate them. The 

nature and character of the effect would be the same, 
whether the increased quantity of currency should be 
convertible or inconvertible, though its extent and 
degree in the two cases would be different. In the 
case of the inconvertible paper the effect would be 
unlimited: in the case of the convertible paper the effect 
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would be confined within narrow limits, because a slight 
action upon prices and on the exchanges would cause 
the increased quantity of convertible paper to be with¬ 
drawn from circulation, by being returned upon the 
banks in exchange for coin now demanded for expor¬ 
tation. But why should the coin be demanded for 
exportation ? Simply because the increased quantity 
of convertible paper had reduced the value of the 
currency, or, in other words, had increased prices. 
The withdrawal of an increased issue of convertible 
paper from the channels of circulation is the effect of 
the reduced value of the currency or increased range 
of prices, which in the first instance that increased 
issue had occasioned. Mr. Tooke’s process of reason¬ 
ing amounts to this:—that the existence of the effect 
proves the non-existence of the cause. 

v Mr. Tooke’s extraordinary fallacy, that the prices of 
commodities are not affected by the amount of the 
circulating medium, appears to have originated in his 
inability to perceive that a diminution in the quantity 
of commodities, while the quantity of money remains 
the same, has the same effect upon the value of the 
currency, or, in other words, upon the general scale of 
prices, as an increase in the quantity of money, while 
the quantity of commodities remains the same. He 
saw that on many occasions a rise in the prices of the 
leading articles of consumption was accompanied, not 
by an extension, but by a contraction, of the circu¬ 
lation; and, seeing no further, he inferred that the 
amount of the circulation could have no influence on 
prices. He could not extend his vision to the facts, 
that a diminution in the supply of commodities ren¬ 
ders the previous amount of currency redundant: 



PRrCES NOT DEPENDING ON CURRENCY. 199 

that redundance is followed by contraction, and that 
contraction is thus a necessary sequence of a rise of 
prices resulting from a reduced supply of commodities. 
His History of Prices is an elaborate attempt to show 

that throughout the deep fluctuations in the prices of 
commodities which occurred during some of the periods 
of which he treats, the currency continued to be nearly 
invariable in value, because nearly invariable in amount. 
His reasonings might be reduced to a series of contra¬ 
dictory propositions. Through interminable pages of 
inconsistent affirmation, he reiterates the inference, 
that the value of commodities has fluctuated in rela¬ 
tion to money, and that, therefore, the value of money 
has not fluctuated in relation to commodities. The 
History of Prices is, perhaps, the most illogical work 
upon a scientific subject ever presented to the public. 

Mr. Fullarton, like Mr. Tooke, is so unhappy in his 
attempts to trace the relation subsisting between coin¬ 
cident facts, that effects are regarded as disproving 
the existence of their cause. The contractions of the 
bank-note circulation which, under certain circum¬ 
stances, are found to accompany an increase in the 
prices of some leading articles of consumption, he 

adduces as a practical demonstration of his doctrine, 
that a rise of prices is no evidence of an excess in the 
amount, and consequent fall in the value of the cur¬ 
rency. He seems altogether oblivious of the principle, 
long ago established by Adam Smith, that an excess 
in the quantity, and a fall in the value of the cur¬ 
rency, may result from two several causes, namely, 
from an increase in the amount of the circulation, the 
quantity of commodities remaining the same, and from 
a diminution in the quantity of commodities, the 
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amount of the circulation remaining the same. As 
the main argument advanced by Mr. Fullarton, as by 
Mr. Tooke, turns upon the negation of this principle, 
it becomes expedient to present the evidence upon 
which it rests. 

The doctrine of Adam Smith, that every rise or fall 
in the money price of goods, which proceeds altoge¬ 
ther from variations in the material of money, “ must 
“ affect all goods equally, and raise or lower their 
“ prices universally,” is referred to by Mr. Fullarton 
as establishing the correctness of Mr. Tooke’s dictum, 
that “ variations in the amount of the circulating 
“ medium do not affect prices at all.” Now, this 
principle of Adam Smith’s is incontrovertibly, is self- 
evidently true, when considered in relation to the 

circumstances under which it is enunciated in the 
Wealth of Nations. It is self-evidently true, that 
variations in the value of money must affect all com¬ 
modities equally, and raise or lower their prices uni¬ 
versally, provided the values of commodities, in rela¬ 
tion to each other, remain the same; but then it is 
self-evidently false, that variations in the value of 
money mtist raise or lower the price of commodities 
equally and universally, when the values of commodi¬ 
ties, in relation to each other, do not remain the same. 
Let the cost of obtaining money, and the cost of pro¬ 
ducing corn, be diminished one half, and the price of 
corn will remain the same, while the prices of all 
other commodities will be doubled. Practically, the 
relative cost of producing commodities, and, as a ne¬ 
cessary consequence, their value in relation to each 
other, is liable to constant fluctuation; therefore, 
practically, a fall in the value of money, while raising 
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the prices of all commodities, the cost of producing 
which has remained unchanged, may be accompanied 
by a fall in the prices of those commodities, the cost of 
producing which has been lowered in a greater pro¬ 

portion than the cost of obtaining money. Neverthe¬ 
less, Mr. Fullarton, misapplying, because misunder¬ 
standing, the principle of Adam Smith, infers that 
variations in the amount of the circulating medium do 
not affect prices at all, because, in 1837, the prices of 
cotton and silk fell, whilst the price of corn was ad¬ 
vancing. He pursues and amplifies this species of 
induction through many pages. Finding that there 
were no consentaneous movements of prices coinciding 
with the fluctuations of the bank-note circulation,-— 
that there was no sympathy between the variations of 
the corn-market, and the variations of the market for 

colonial produce, and other foreign commodities—that 
at the very time that a vast speculative demand was 
taking place in most articles of merchandize, the price 
of wheat subsided to 54s. 6<i.—that even the several 
descriptions of grain are not found to fall and rise 
together—and that each article rests on its own basis, 
the price rising or falling according to the state of the 
supply, Mr. Fullarton jumps to the inference, that the 

principle, that prices are not influenced by the amount 
of the circulating medium, 4‘is verified by the irre- 
“ sistible array of facts and figures for which the 
“ world is indebted to the investigation of Mr. Tooke.” 

The History of Prices may be regarded as a psy¬ 
chological study. Mr. Tooke commenced his labours 
as a follower of Horner and Ricardo, and derived re¬ 
flected lustre from an alliance with those celebrated 
names; but his capacity for collecting contempora- 



202 THE TOOKEAN THEORY. 

neons facts preponderating over his perceptive and 
logical faculties, his accumulation of facts involved 
him in a labyrinth of error. Failing to perceive that 
a theoretical principle, although it may irresistibly 

command assent under all circumstances coinciding 
with the premises from which it is deduced, must be 
applied with due limitation and correction in all cases 
not coinciding with the premises, he fell into a total 
misconception of the proposition advanced by Adam 
Smith, and imputed to that high authority the ab¬ 
surdity of maintaining, that variations in the quantity 
of money cause the money values of all commodities to 
vary in equal proportions, while the values of commo¬ 
dities, in relation to each other, are varying in unequal 
proportions. Reasonings derived from this extraor¬ 
dinary misconception necessarily led to extraordinary 
conclusions. Having satisfied himself that Adam 
Smith had correctly established as a principle univer¬ 
sally true, that variations in the purchasing power of 
money cause the prices of all commodities to vary in 
equal .proportions, and finding, as he pursued his in¬ 
vestigations into the phenomena of the market at 
different periods, no instances in which an expansion 
or contraction of the circulation caused the prices of 
commodities to rise or fall in an equal ratio, he arrived, 
by a strictly logical inference from the premises thus 
illogically assumed, at his grand discovery,—that no 
increase of the circulating medium can have the effect 
of increasing prices. 
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Section II.—Examination of the Principle, that Banks do not 

possess the Power of Over-issue. 

During the protracted discussions which preceded 
the passing of the Act for the resumption of Cash Pay¬ 
ments, the main question at issue between the advo¬ 

cates and the opponents of that measure was, whether 
the Bank of England, while making its advances by 
way of loan upon securities to meet the demands of 
commerce, possessed the power of rendering the cur¬ 

rency redundant by issuing its paper in excess. On 
this question turned the whole merits of the contro¬ 
versy. It was contended, on the one hand, that, as 
the Bank did not possess the power of over-issue, there 
could be no necessity for a metallic standard, and that 

a return to specie payments could have no other effect 
than that of subjecting the circulating medium to in¬ 
jurious fluctuations, under the action of the foreign 
exchanges. It was maintained, on the other hand, 
that, inasmuch as the Bank did possess, and had ex¬ 

ercised the power of over-issue, it was indispensably 
necessary to maintain the integrity of the legal 
metallic standard by rendering the bank-note con¬ 
vertible into gold upon demand. The former view of 
the subject was adopted by the governor and directors 
of the Bank, and by a majority of the merchants, 
bankers, and traders of the City of London, and was 
advocated with great ingenuity by Mr. Bosanquet. 
The latter view was embodied in the celebrated 
Report of the Bullion Committee, and triumphantly 
established by Mr. Ricardo. 

Mr. Ricardo showed that, when an addition is made 
to a currency consisting partly of paper and partly of 
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gold, by an increase of the paper, the value of the 
whole currency is diminished, and the prices of com¬ 
modities, estimated either in coin, or in paper, are 
raised, on the self-same principle that the value of the 
currency would be lowered, and the prices of com¬ 
modities raised, by the discovery of a more fertile 
mine. And he further showed, that an increased 
issue of inconvertible paper, although lowering the 
value of the whole currency, and rendering the real 
foreign exchange unfavourable, yet does not raise the 
price of bullion, and create an adverse nominal ex¬ 
change, until after the whole of the gold has been 
expelled from circulation; while an increased issue of 
convertible paper, although lowering the value of the 
whole currency, and giving rise to an exportation of 
bullion, yet does not occasion a rise in the price of ' 
bullion, or create an unfavourable nominal exchange. 
Mr. Bosanquet admitted the correctness of Mr. 
Bicardo’s views with respect to the augmentation of 
the currency from a more fertile mine, but contended 
that, as the Bank of England made its advances at 
the requisition of parties who became indebted to the 
Bank for their amount, who gave security to return 
other notes of equal value at a fixed and not remote 
period, paying an interest in proportion to the time 
allowed, the paper currency could not be issued in 
excess. Mr. Bosanquet sums up his argument in the 
following passage:— 

“ Mr. Bicardo has assimilated the Bank of England, 
“ so far as relates to the effects of its issues, to a gold 
“ mine, the produce of which being thrown into circu- 
“ lation, in addition to the circulating medium already 

“ sufficient, is in excess, and has the acknowledged 
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“ effect of depreciating the value of the existing 
“ medium, or, in other words, of raising the prices of 
“ commodities for which it is usually exchanged. 
“ But Mr. Ricardo has not stated what is essential to 
“ the comparison, why it is that the discovery of a 
“ gold-mine would produce this effect. It would 
“ produce this effect because the proprietors would 
“ issue the gold, for whatever services, without any 
“ engagement to give an equal value for it again to 
“ the holders, or any wish or any means of calling 
“ back, and annihilating that which they have issued. 
“ By degrees, as the issues increase, they exceed the 

“ wants of circulation. The demand and, conse- 
“ quently, the prices of commodities and real proper- 
“ tics, measured in gold, increase, and will continue 

“ to increase, so long as the mine continues to produce. 
“ And this effect will equally follow, whether, under 
“ the circumstances I have supposed, the issue be gold 

“ from a mine, or paper from a Government bank. 
“ All this I distinctly admit; but, in all this state- 
“ ment, there is not one point of analogy to the issues 
“ of the Bank of England. The principle upon which 
“ the Bank issues its notes is that of loan. Every 
“ note is issued at the requisition of some party who 
“ becomes indebted to the Bank for the amount, and 
“ gives security to return this note, or another of 
“ equal value, at a fixed and not remote period, pay- 
“ ing an interest proportioned to the time allowed.” 

To this argument Mr. Ricardo gave the following- 
reply :— 

“ Supposing the gold-mine to be the actual property 
“ of the Bank, even to be situated on its own pre- 
“ miscs, and that they procured the gold which it pro- 
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“ duced to be coined into guineas, and instead of 

“ issuing their notes when they discounted bills, or 
“ lent money to Government, that they issued nothing 
“ but guineas, could there be any limit to their issues 
“ but the want of further productiveness in their 
“ mine ? In what would the circumstances differ if 
“ the mine were the property of the King, or of a 
“ single individual ? In that case Mr. Bosanquet ad- 
“ mits that the value of money would fall, and I sup- 
“ pose he would also admit that it would fall in exact 
“ proportion to its increase. 

“ What would be done with the gold by the owner 
“ of the mine ? It must either be employed at interest 
“ by himself, or it would finally fall into the hands of 
“ those who would so employ it. This is its natural 
“ destination; it may pass through the hands of 100 . 
“ or of 1,000 persons, but it could be employed in no 
“ other way at last. Now, if the mine should double 
“ the quantity of money, it would depress its value in 
“ the same proportion, and there would be double the 
“ demand for it. A merchant who before required a 
“ loan of 10,000/. would now want 20,000/.; and it 
“ could be of little importance to him whether he con- 
“ tinned to borrow 10,000/. of the Bank, and 10,000/. 
“ of those with whom the money finally rested, or 
“ whether he borrowed the whole 20,000/. of the Bank. 
“ The analogy seems to me to be complete, and not to 
“ admit of dispute.” 

“ Let us recur to the effect which would result from 
“ the establishment of a bank of undoubted credit in a 
“ country where the circulation was wholly metallic.” 

“ Such a bank would discount bills and make ad- 
“ vances to Government as our Bank does ; and if the 
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“ principle now contended for by Mr. Bosanquet be 
“ correct, its notes would return to it as soon as issued ; 
“ because the metallic currency being before sufficient 
“ for the commerce of the country,' no additional 

“ quantity could be employed. But this is contrary 
“ both to theory and experience. The issues of the 
“ Bank would, as they now do, not only depreciate 
“ the currency, but the value of bullion at the same 
“ time, as I have already endeavoured to explain; 
“ this, again, would be the temptation to exportation, 
“ and the diminution of the currency would make it 
“ regain its value. The Bank would issue more notes, 
“ and the same effects would follow; but in no case 
“ would there be such an excess as would induce any 
“ holder of notes to return them to the Bank in repay- 
“ ment of loans, if the law against the exportation of 
“ money could be effectually executed. Money would 
“ be demanded, because it could be profitably ex- 
“ ported. Let us suppose all the countries of Europe 
“ to carry on their circulation by means of the precious 
“ metals, and each at the same time to establish a 
“ bank on the same principles as the Bank of England ; 
“ could they, or could they not, each add to the 
“ metallic circulation a certain portion of paper ? And 

“ could they, or could they not, permanently retain 
“ that paper in circulation ? If they could, the ques- 
“ tion is at an end; an addition might be made to a 
“ circulation already sufficient without occasioning the 
“ notes to return to the Bank in payment of bills due. 
“ If it is said they could not, then I appeal to experi- 
“ ence, and ask for some explanation of the manner in 
“ which bank-notes were originally called into ex- 
“ istence, and how they are permanently kept in cir- 



208 THE TOOKEAN THEORY. 

“ dilation. If the principles advanced by the Bank 
“ Directors be correct, not a bank-note could have 
“ been permanently kept in circulation, nor would the 
“ discovery of the mines of South America have added 
“ one guinea to the circulation of England. The ad- 
“ ditional gold would, according to this system, have 
“ found a circulation already adequate, and in which 
“ no more could be admitted.” * 

In his valuable work on the Literature of Political 
Economy, Mr. McCulloch thus characterizes Mr. 

Ricardo’s reply to Mr. Bosanquet: “ It is perhaps the 
“ best controversial essay that has ever appeared on 
“ any disputed question of Political Economy. In it 
“ Mr. Ricardo met Mr. Bosanquet on his own ground, 
“ and overthrew him with his own weapons. He ex- 
“ amined the proofs which Mr. Bosanquet had brought 
“ forward of the pretended discordance between the 
“ facts stated in his own pamphlet, which he said were 
“ consistent with experience, and the theory laid 
“ down in the Bullion Report; and showed that Mr. 
“ Bosanquet had either mistaken the cases by which 
“ he had proposed to try the theory, or that the dis- 
“ crepancy was only apparent, and was entirely a con- 
“ sequence of his inability to apply the tlieoiy, and 
“ not to anything erroneous or deficient in it. The 
“ victory of Mr. Ricardo was perfect and complete; 
“ and the elaborate errors and misstatements of Mr. 
“ Bosanquet served only, to use the words of Dr. Cop- 
“ pleston, ‘ to illustrate the abilities of the writer who 
“ ‘stepped forward to vindicate the truth.’ This tract 
“ affords a striking example of the ascendancy of those 
“ who possess a knowledge both of principle and prac- 

* Reply to Bosanquet, pp. 141, 142, M‘Culloch’s edition. 
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“ ticc over those who are familiar only with the latter; 
“ and though the interest of the question which gave 
“ rise to it has now subsided, it will always be read 
“ with delight by those who are not insensible to the 
“ high gratification which all ingenuous minds must 
“ feel in observing the ease with which a superior in- 
“ tellect clears away the irrelevant matter with which 
“ a question has been designedly embarrassed, reduces 
“ false facts to their just value, and traces and exhibits 
“ the constant and active operation of the same prin- 

“ ciple through all the mazy intricacies of practical 
“ detail.” * 

Unfortunately for the progress of accurate know¬ 
ledge on the important subject of the currency, Mr. 
M‘Culloch was premature in the announcement that 
the interest excited by the main question at issue be¬ 

tween the advocates and opponents of the resumption 
of metallic payments has now subsided. Triumphant 
as was Mr. Ricardo’s refutation of the fallacy that the 
Bank of England, while confining its advances to loans 
repayable at short intervals, has not the power of over¬ 
issue, Mr. Tooke has assayed its resuscitation. One 
of the main principles upon which he attempts to 
establish his new theory of currency and banking is, 
“That it is not in the power of banks of issue, in- 
“ eluding the Bank of England, to make any direct 

“ addition to the amount of notes circulating in their 
“ respective district, however they may be disposed to 
“ do so.” f He boldly affirms that the issue by the 
Bank of a million, or five millions, on securities, 
would not have the effect of increasing the amount of 

* Literature of Political Economy, p. 174. 
t Currency Principle, p. 123. 

P 
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the circulation; and presents the following argument 
in support of the startling affirmation : 

“ That an additional issue by the Bank of a million 
“ or of five millions on securities would, cceteris paribus, 
“ reduce the market rate of interest, may be granted; 
“ but it is not self-evident, or consistent with experi- 
“ ence, that prices of commodities would therefore 
“ necessarily rise. The persons who obtained such an 
“ increased price for their securities as induced them 
“ to sell, would doubtless, upon receiving the money, 
“ seek some other investment for it. There might 
“ not be, nor would it be likely that there should be, 
“ anything in the state of supply and demand in the 
“ market of commodities, to induce persons not habitu- 
“ ally in them, or so disposed, to speculate in goods ; 
“ while the probability is, and such has been the 
“ course of experience, that as by the supposition the 
“ market rate of interest in this country would, by 
“ such an operation by the Bank, be depressed below 
“ its ordinary rate relatively to other countries, there 
“ would be every inducement to individuals who had 
“ their capital disengaged to seek investment in secu- 
“ rities abroad, whether public or private. As there 
“ would not, by the operation of the Bank, be neces- 
“ sarily any additional inducement to export commo- 
“ dities, the capital to be transmitted abroad for such 
“ investments would be remitted in bullion. The 
“ effect, therefore, of the issue of the million or five 
“ millions of bank-notes by the Bank, might merely 
“ be their return upon the Bank for bullion to be ex- 
“ ported. This was, in point of fact, the process in 
“ 1834, when the Bank increased its securities by 
“ between three and four millions, and reduced its 
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“ treasure by the same amount; while the markets 
“ for commodities, although the rate of interest was 
“ low, and the facility of credit complete, were in the 
“ most quiescent state possible, and the corn markets 
“ falling.”—History of Prices, vol. iii., pp. 373-4. 

This argument may be regarded as a psychological 
curiosity. It re-affirms, in terms the most distinct, 
the identical proposition which it is advanced to 
disprove. Mr. Ricardo had shown that when the ex¬ 
changes are at par, any additional issue of convertible 
paper upon securities must lower the value of the 
whole circulation of coin and notes, and drive out the 
bullion ; and Lord Overstone, carrying out this princi¬ 
ple to its practical consequences, had shown that under 
an unlimited power of issues upon securities, there can 
be no guarantee against a total exhaustion of the 
bullion and a suspension of metallic payments. Now 
Mr. Tooke not only admits the principle that the bul¬ 
lion may be driven out by an increase of issues upon 
securities, but verifies that principle by a reference to 
a case in which an increased issue upon securities 
drove out the bullion to a dangerous excess. The 
curiosity consists in the hallucination, that admission 
and verification constitute disproof. Why should the 
five millions of notes issued upon securities “ be re- 
“ turned upon the banks for bullion to be exported?” 
Simply because they had been issued in excess. The 
fact that the Bank may issue in excess, is adduced in 
the case put by Mr. Tooke, as a proof that the Bank 
has not the power to issue in excess. Neither Mr. Ri¬ 
cardo nor Lord Overstone ever contended that the 
power of issuing convertible paper can give to the 
currency a permanent expansion greater than that 
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which it would possess were it purely metallic. What 
they contend for is, that when the Bank, meaning of 
course the issue department, fails to keep its issues 
upon securities at a uniform amount, it produces a 
temporary excess in the circulation, requiring that 
bullion should be withdrawn from its coffers for ex¬ 
portation. This is the doctrine which they hold ; and 
Mr. Tooke, in the passage above quoted, affirms its 
correctness in terms the most distinct and unequivocal. 

A similar process of self-refutation pervades the 
whole of Mr. Tooke’s more recent publications. In 
his pamphlet on what he calls the “Currency Prin- 
“ ciple,” he contends that an issue by the Bank of five 
millions of sovereigns upon landed securities at a time 
when the exchanges were at par, would not have the 
slightest effect in increasing the amount of the circu¬ 
lation or depreciating the currency, because the excess 
of currency thus created would be removed by an ex¬ 
portation of gold for investment in foreign securities. 

“ By the supposition,” he argues, “ the issue of 
“ 5,000,000£. is a forced operation of the Bank. In 
“ effecting its purpose of making advances to that 
“ extent on mortgage, it would have to displace the 
“ existing capital (because the hypothesis assumes 
“ that things were in a sound and quiescent state, in 
“ other words, in equilibria, there being no new cir- 
“ cumstances to induce fresh borrowers on that de- 
“ scription of securities at the existing rate of interest), 
“ which had been previously advanced and was ab- 
“ sorbed in mortgages. This could not be effected 

“ without a great reduction in the rate of interest on 
“ that description of securities, by way of sufficient 
“ inducement to fresh borrowers, or to the existing 
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“ mortgagees [mortgagors], to pay off their loan, and 
“ borrow from the Bank at the reduced rate. 

“ The mortgagees being unexpectedly, and to them 
“ inconveniently, paid off, would of course seek other 
“ investments; but these they could not readily find, 
“ unless by offers of capital at a still lower rate of 

“ interest. This would only remove the difficulty of 
“ finding employment for the capital by a single step, 
a or rather merely shift it; for whatever securities 
“ were purchased by the capitalists, whose mortgages 
“ had been paid off and transferred to the Bank, would 
“ set afloat just so much capital as would be produced 
“ by the transfer of those securities. 

“ The result would not be materially varied if the 
“ supposed advances made by the Bank on mortgage 
“ were to parties who were buying land, speculatively 
“ or otherwise. There would, of course, while the 
“ operation was in progress, be a temporary rise in 

“ the number of years’ purchase of landed property. 
“ In this case the sellers of the land would probably, 
u after paying off incumbrances, seek investment for 
“ the remainder of the amount in securities at home 
“ or abroad, and would, in the first instance, with the 
“ mortgagees who were paid off, deposit the sove- 
“ reigns so received at their bankers. In either, or in 
“ both cases, the deposits in the Bank of England, or 
“ other banks, would be increased. The deposits so* 

“ accumulated would, by the operation of a greatly re- 
“ duced rate of interest, gradually find employment as 

“ capital, at home or abroad, without necessarily having 

‘ ‘ in the mean time produced the slightest effect in increas- 

“ ing the amount of the circulation, or depreciating the 

“ currency T* 

* Currency Principle, p. 62. 
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It will be immediately perceived that the conclusion 
at which Mr. Tooke thus elaborately arrives, involves 

a manifest inconsistency, not to say a positive contra¬ 
diction of terms It is certain that the 5,000,000/. 
advanced by the Bank would not be annihilated, and 
that they would gradually find employment as capital, 
either at home or abroad. So far Mr. Tooke’s reason¬ 

ing is conclusive. But if the 5,000,000 sovereigns 
find employment as capital at home, they must “ per- 
“ meate the channels of circulation,” increase the 
amount of the currency, and, as by the supposition the 
currency had previously been at the par-of-exchange 
level, must reduce its value, or, in other words, enhance 
prices. And if the 5,000,000/. find employment as 
capital abroad, the same result will have been pro¬ 
duced ; for the 5,000,000 of sovereigns could not be 
exported unless their issue by the Bank should turn 
the foreign exchanges against us; and the foreign 
exchanges could not be rendered adverse unless the 

currency, as compared with foreign currencies, had 
been issued in excess, its value reduced, and domestic 
prices enhanced. 

Throughout the whole of his reasoning in support of 
his position, that banks of issue have not the power 
of increasing the amount of a convertible currency, 
Mr. Tooke appears unable to perceive that the effect 
of convertibility is, not to prevent the occurrence of 
excess and depreciation, but, on the contrary, to limit 
and to check excess and depreciation after they have 
occurred. 

The fifth chapter of Mr. Fullarton’s volume “ On 
“ the Regulation of Currencies,” is entitled “ Proofs 
“ of the Impossibility of Over Issue.” His proofs 
consist of arguments and of facts. 1 will endeavour 
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to show that his arguments are inconclusive, and that 

his facts are at variance with his conclusions. 

Mr. Fullarton’s main argument in proof of the im¬ 
possibility of over issue is, that when bank-notes are 
advanced to the public upon loan for short periods, 
the reflux which takes place as the loans are repaid, 
withdraws the notes from circulation, and thus renders 
excess impossible. “Bank-notes,” we are told, “are 
“ never issued but on loans, and an equal amount of 
“ notes must be returned into the Bank whenever the 
“ loan becomes due. Bank-notes, therefore, never can 
“ clog the market by their redundance. The banker 
“ has only to take care that they are lent upon suffi- 
“ cient security, and the reflux and the issue will in 
“ the long run always balance each other. Perfect 
“ convertibility is no doubt one essential condition of 
“ every sound and efficient system of currency. It is 
“ the only effectual protection against internal dis- 
“ credit, and the best preventive against any violent 
“ aberrations of the exchange with other countries. 
“ But it is not so much by convertibility into gold, as 
“ by the regularity of the reflux, that in the ordinary 
“ course of things any redundancy in the bank-note 
“ issues is rendered impossible.”—Pp. 64-7. 

Mr. Fullarton reiterates this argument through se¬ 

veral pages, innocently unconscious of the fact that, 

in order to give it any weight or validity, it is neces¬ 
sary that the loans should be repaid on the instant 
they are granted. Allow any interval to elapse be¬ 
tween the loan and the repayment, and no regularity 
of reflux can prevent redundancy from being increased 

to any conceivable extent. Let us assume that a 
bank of issue commences business by discounting, to 
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the extent of 1,000/. a-day, first-class bills having GO 
days to run. In this case the issues will have in¬ 
creased to 60,000/. before the reflux sets in. After 
the reflux should have set in, the note circulation 
could not exceed 60,000/., provided the Bank con¬ 

tinued to limit its advances to 1000/. per day on bills 
not having more than 60 days to run. But the Bank 
might increase its accommodation to the public, and 
discount bills having 60 days to run to the extent of 
10,000/. In this case the note circulation would have 
increased to 600,000/. before the reflux at the in¬ 
creased rate of 10,000/. per day could prevent a fur¬ 
ther expansion. 

Let us consider for a moment to what extent the 
vaunted principle of reflux could have controlled the 
issues of the Bank of England prior to the Act of 
1844. In January, 1839, the circulation of the Bank 
was 19,000,000/. 

Had the whole of this circulation been advanced' 
upon bills having 60 days to run, the daily issues and 
the daily reflux would each have been upon the ave¬ 
rage 316,600/.; and so long as the Bank should not 
have increased its issues beyond that amount, the cir¬ 
culation could not have exceeded 19,000,000/. But 
had the Bank then increased its accommodation by 
discounting bills at 60 days to the extent of 633,200/., 
the circulation would have been swelled to 38,000,000/. 
before the reflux could have again balanced the issues, 
and have thus prevented a further expansion. Again, 

the Bank, without increasing its daily average issues 
beyond 633,200/., might have increased its accommo¬ 
dation to the public by making its advances upon bills 

having 90 instead of 60 days to run; in this case the 
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circulation would have gradually swelled to the enor¬ 

mous amount of 76,000,00(F. before any check to its 
further expansion could have been supplied by the 
repayment of the loans upon the 90 days’ bills. 

Sir William Clay, in an able pamphlet on the Bank 
Charter Act, declares himself wholly unable to com¬ 
prehend the force of Mr. Tooke’s argument on the 
impossibility of over-issue; and Mr. Fullarton, triumph¬ 
ing in the superiority of his own logical powers, ex¬ 
presses his surprise at Sir William’s obtuseness in not 
perceiving the single and only point on which Mr. 

Tooke’s argument turns, namely, that bank-notes are 
only lent, and are returnable to the issuers. Had Sir 
William Clay seen anything in this single and only 
point which could prove the impossibility of over¬ 
issue, Mr. Fullarton’s compassionate surprise would 
not have been misplaced; and Mr, Fullarton, perhaps, 
might have been employed not less usefully to himself 
had he, instead of lamenting over the defective logic 
of his neighbour, looked at home, and recollected the 
lines of Burns— 

“ O wad some Power the giftie gie us 

To see oursels as others see us, 

From many an idle vaunt ’twad free us, 

And foolish notion.” 

Having disposed of Mr. Fullarton’s theoretical, I 
proceed to consider his experimental, proofs; that the 
Bank does not possess the power of over-issue. In 
entering upon the examination of these proofs, it will 
be necessary to bear in mind the precise import of the 
term “ power of over-issue,” as employed by Mr. Ri¬ 
cardo, Lord Overstonc, and Mr. Norman. It is univer¬ 
sally admitted that when the currency consists of 
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coin, and of bank-notes immediately convertible into 
coin, banks of issue have not the power of causing a 
permanent expansion of the circulation above the 
amount required to keep the currency at par with 
foreign currencies. The term “power of over-issue,” 
in the sense in which it is employed by Mr. Ricardo 
and Lord Overstone, implies that banks of issue may 
cause a temporary expansion beyond the metallic 
equilibrium, until the level is restored by the expul¬ 
sion of bullion. The real, the only question for deci¬ 
sion is, do banks of issue, while confining their 
advances to loans for short intervals, possess the 
power of so increasing the circulation as to drive out 
the bullion ? Now it will be seen, on a careful exa¬ 
mination of Mr. Fullarton’s practical proofs of the 
non-existence of this power, that each and every fact 
which he brings forward goes to establish, not merely 
the existence, but the actual exercise of that power. 

For the sake of distinctness and brevity, I will take 
Mr. Fullarton’s statements in numerical order, com¬ 
menting upon each:— 

1st. Mr. Hudson Gurney, in his evidence before 
the Commons’ Committee of 1819, observes, “If a 
“ banker improvidently issued upon loan, or in any 
“ other way, notes which are not wanted for the 
“ transactions of immediate transfer in his neighbour- 
“ hood, they come directly to him, or to his banker in 
“ London, to be paidand he then proceeds to ex¬ 
press his doubt, “whether, in the event of his bank 
“ at Norwich issuing 100,000 of their own notes to 
“ any one desirous to borrow them, the bank would 
“ have in the following week an additional note in 
“ circulation.” 
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Mr. Gurney does not here affirm that the bankers at 
Norwich had not the power of increased issue, neither 
does he assert that had they exercised that power 
the increased issue would not have exceeded the 
amount required for the transactions of the immediate 
neighbourhood. He affirms the directly contrary pro¬ 
positions. His answer implies, that a banker in Nor¬ 
wich has the power of increasing the circulation by 
“ issuing 100,000 of his own notes to any one desirous 
“ of borrowing themand he distinctly states that 
this increased issue would have been an issue in excess, 
—that it would have caused the local circulation to 
exceed the amount required for local transactions, and 
that the additional notes would have been either re¬ 
turned on the bank or sent to London to be paid. 
Now, if the person who had received these notes in 
payment from the original borrower had returned them 
upon the bank, they would have been held as addi¬ 
tional deposits, against which drafts at sight might be 
drawn, and would have thus increased the amount of 
the local medium of exchange ; and when the addi¬ 
tional deposits should be withdrawn for bills payable 
in London, the banker would be obliged to replenish 
his London reserve by disposing of metropolitan secu¬ 
rities equal in amount to the provincial securities 
upon which hi's increased advances had been made. 
The local currency would be reduced to its former 
amount,—the Norwich Bank “ would not have an 
“ additional note in circulationand the final result 
of the process described by Mr. Gurney would be, 
that the Norwich Bank would have increased its local 
securities by the amount of the additional issue, and 
diminished by a like amount either the reserve in 
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Bank of England notes and coins, or the metropolitan 
securities commanding them, which it had deemed it 
necessary to maintain. In all its essential elements, 
the case put by Mr. Gurney in relation to the local 
circulation of Norwich may be regarded as a counter¬ 
part,—a transcript,—of the case put by the advocates 
of the Act of 1844 in relation to the general circula¬ 
tion of the country. The analogy is perfect. The 
advocates of the Act contend, that before it came into 
operation the Bank of England had the power, when 
the foreign exchanges were at par, to issue an in¬ 
creased amount of notes to those who chose to borrow 
them ; that the additional notes could not be retained 
in circulation while the currency was equivalent to 
foreign currencies ; that they would, consequently, be 
returned upon the Bank in exchange for gold for ex¬ 
portation ; and that the final result of the increased 
issue would be, not an increase of the circulation, but 
an increase in the securities held by the Bank, and a 
corresponding diminution in the reserve of bullion. 
On the principles explained by Mr. Gurney, the pro¬ 
vincial banks had the power which, previous to the 
Act of 1844, they too frequently exercised, of issuing- 
additional notes to those who chose to borrow them, 
until the diminution of their reserve in the money of 
the metropolis compelled them to stop payment; and 
on the self-same principle, the Bank of England pos¬ 
sessed the power, which it too frequently exercised, of 
increasing its issues and diminishing its command of 
the money of the world, until its approach to the 
verge of insolvency compelled a terrific recoil, tearing 
down commercial credit. 

Mr. Fullarton’s second practical disproof of the 
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principle, that the banks of issue have the power of so 
increasing the circulation as to drive out the bullion, 
is contained in the following passage:—44 A more re- 
u markable and decided test, however, of the utter 

44 powerlessness of banks to increase the issue of their 
44 notes ad libitum has been supplied by the history of 
44 our currency, from the period of the first introduc- 
44 tion of joint-stock banks in 1833 to the present 
44 time. These gigantic establishments were scarcely 
44 set on foot when they entered on a career of the 
44 most uncompromising competition with the private 

44 banks, and recently-established branches of the 
44 Bank of England, and prosecuted that competition 

44 by the most unscrupulous means. So systematic, 
44 determined, and powerful a series of efforts to en- 
44 large more particularly the circulation of bank-notes 
44 had probably never been attempted since the inven- 
44 tion of banking. And what has been the result? 
44 with all their zeal and empressement to attract and 
44 create employment for their paper, what, with their 
44 hundred-and-seven great companies, with their fif- 
44 teen millions of paid-up capital—their subscribed 
44 capitals of ten times that amount—and all that pro- 
44 digious command which, through their interest 
44 accounts and their re-discounts in the London 

44 market, they obtained over the capital of others, 
44 with their four hundred and seventy-one branches 
44 and agencies penetrating into every corner of the 
44 kingdom, and carrying their paper circulation into 
44 quarters where the name of a bank-note had never 
44 before been heard of,—what, with all this, did they 
44 accomplish ? By the facilities which they afforded 
44 to wild speculators, men without capital of their 
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“ own, they contributed largely, it is true, to the 
“ calamitous reverses which soon followed. They 
“ succeeded also to a considerable extent in driving 
“ weaker or less venturous rivals from the field, and 
“ in usurping a more than fair share of such additional 
“ issue of bank-notes as the stir of industry, and the 
u extension of production between 1833 and 1839 had 
“ called into existence. But, far from contributing to 
“ the eventual enlargement of the aggregate mass of 
“ the bank-note circulation, the effect of this com- 
“ petition from the first was obviously to keep it 
“ down. What at any time they added to their own cir- 

“ culation was obtained for the most part at the expense 

c ‘ of others. They succeeded, in concurrence with the 
“ new branches of the Bank of England, in supplanting 

“ altogether the bill currency in Lancashire and other 

“ manufacturing counties; the issues of the country 
“ banks, with every other circumstance favourable to 
“ their augmentation, exhibited in every year but 
“ 1838 a progressive decline, and notwithstanding the 

“ considerable share of the country circulation which the 

“ Bank of England had recently appropriated to itself 

“ through its branches, the total issues of that establish- 

“ ment diminished almost pari passu with the groicth of 

“ the joint-stock circulation, and to such an extent that, 
“ between October, 1833, and December, 1835, the 
“ very period when the spirit of commercial enterprise 
“ reached its height, the reduction amounted to three 

“ millions and upwards.”—“ The tendency on the part 
“ of our bank-note circulation to a progressive diminu- 
“ tion of quantity which these facts appear so conclu- 
u sively to establish, admits of a very easy explanation. 
“ It is clearly traceable to the substitution of another 
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“ medium of credit in a large proportion of the transac- 

“ tions which, previous to 1833, used to he performed by 

“ means of bank-notes. The truth is, that the joint- 
“ stock banks have been far more successful in their 
“ efforts to promote and extend the use of banking 
“ accounts among all ranks throughout the kingdom 
“ than in their attempts to engross or enlarge the cir- 
“ culation. This they have partly accomplished by 
“ the facilities for that purpose which their numerous 
“ offices, dispersed over the country, afford to every 
“ man, but chiefly from the practice which they have 
“ borrowed from the Scotch bankers, of allowing 
“ interest to their depositors, and which, by the force 
“ of their example and competition, has become also, I 
“ believe, a very general practice among private 
“ bankers everywhere but in London. The induce- 
“ ment which such a system holds out to individuals 
“ to become depositors in banks, and to those who are 
“ already depositors to increase their deposits, are suf- 
“ ficiently obvious; and it is equally apparent, that 
“ such circumstances must have a decided influence in 
“ reducing the circulation of bank-notes. The trades- 
“ man, instead of keeping by him an unproductive 
“ hoard of such notes for his daily disbursements, will 
“ prefer paying them into a bank which allows him inte- 
“ rest for the amount, without any prejudice to his per- 
“ feet command over the principal. He will make his 
“ payments thenceforth by cheques, and those cheques 
“ will, in the vast majority of cases, be adjusted by 
“ transfer or exchange, without any resort to money.” * 

The historical facts which are detailed in the pre¬ 
ceding passage, and which Mr. Fullarton regards as 

* Regulation of Currencies, pp. 88, 89. 
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constituting the most remarkable and decisive proof 
that banks do not possess the power of over-issue, arc 
so many practical demonstrations of the existence and 
of the exercise of that power. The joint-stock banks, 
with their three hundred and seven gigantic establish¬ 
ments, their fifteen millions of paid-up capital, and 
their subscribed capital of ten times that amount, 
entered on the most uncompromising competition 
with the private banks, and the recently-established 
branches of the Bank of England. And what were 
the results ? “ They succeeded in driving weaker and 
“ less venturous rivals from the field.”—“ What at 
“ any time they added to their own circulation, they 
“ obtained for the most part at the expense of others.” 
—“ Thev succeeded, in concurrence with the new 
“ branches of the Bank of England, in supplanting 
“ nearly altogether the bill currency in Lancashire and 
“ other manufacturing counties.” Now it is self- 
evident that these results could not have been pro- 

*. — 

duced had the joint-stock banks not possessed a power 
of over-issue sufficient to render the local currencies of 
their respective districts redundant. Before the joint- 
stock banks commenced their operations, the local 
currencies were at par with the metropolitan cur¬ 
rency; and unless these banks had possessed the 
power of over-issue, and of rendering the local cur¬ 
rencies redundant in relation to the metropolitan 
currency, they could not have succeeded in forcing 
out a single additional note. Every note which they 
added to the already sufficient circulation was an 
actual exercise of the power of over-issue. What is 
over-issue ? Is it not the creation of a superfluity ? 
And is not superfluity created when additions are 
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made to that which was already sufficient ? But it is 
affirmed, that convertible paper cannot be issued in 
excess, because the superfluity speedily subsides. 
The affirmation is a contradiction in terms. It is tan¬ 
tamount to affirming that the overflowing of a* 
waters is a proof that the waters cannot be made to 
overflow. If the new issues of the joint-stock banks 
had not rendered the local currencies redundant in 
relation to the currency of the metropolis, these issues 
could not have driven out the notes of “ weaker and 
“ less venturous rivals,” or have “ superseded the bill 
“ currency in the manufacturing districts.” 

Again, Mr. Fullarton’s historical details present a 
practical verification of the principle explained in a 
preceding chapter,* that every increase in those bank¬ 
ing facilities which economise the use of money, drives 
out a portion of the currency, whether consisting of 
coin or of convertible paper, previously retained in the 
channels of circulation. The joint-stock banks, instead 
of extending, contracted the local currencies: “ Far 
“ from contributing to the eventual enlargement of 
“ the aggregate mass of the bank-note circulation, the 
“ effect of the competition from the first was obviously 
“ to keep it down.” This effect “ is clearly traceable 
“ to the substitution of another medium of credit in a 
“ large portion of transactions which, previous to 
“ 1833, used to be performed by bank-notes.”—“ It is 
“ apparent that such circumstances must have a 
“ decided influence in reducing the circulation of 
“ bank-notes. The tradesman, instead of keeping by 
“ him an unproductive hoard of such notes for his 
“ daily disbursements, will prefer paying them into a 

* Chapter II., pp. 40, 41. 

Q 
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“ bank which allows him interest for the amount, 
“ without any prejudice to his perfect command over 
“ the principal.” —“ He will make his payments 
“ thenceforth by cheques, and those cheques will, in 
“ the vast majority of cases, be adjusted by transfer or 
“ exchange, without any resort to money.” These 
facts are clearly and correctly stated; but do they 
prove the impossibility of over-issue ? Quite the con¬ 
trary. They are verifications of the principle, that 
the circulation may be rendered redundant by an in¬ 
crease of banking facilities, no less than by an increase 
in the quantity of coin and convertible notes. In 
either case, the redundancy must be reduced by a 
contraction of the circulation. On the increase of 
auxiliary money throughout the provinces, by the ex¬ 
tension of the banking system, the process of contrac¬ 
tion was this: when the parties who had previously 
kept in their own drawers reserves of coin or notes for 
their daily disbursements, deposited their cash with 
the new banks, and made their payments by cheque, 
the banks, instead of keeping their deposits unproduc¬ 
tive in their coffers, advanced the greater part of them 
in discounts and credits; and, as the local medium of 
exchange had been previously sufficient, these ad¬ 
vances rendered it redundant, just in the same way in 
which it would have been rendered redundant had the 
banks issued additional notes equal in amount to the 
advances made from their deposits. But the medium 
of exchange in the provinces could not be relatively 
redundant without turning the balance of payments 
against the provinces; and the provincial notes were 
consequently returned upon the issuers, in exchange 
for coin or Bank of England notes, for the purpose of 
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effecting remittances to London, until a reduction of 
the amount of the provincial notes had been effected 
corresponding to the increased efficacy given to the 
circulation through the extension of the banking 
system. The process of equalization between the pro¬ 
vinces and London was precisely analogous to the 
process of equalization which takes place between 
England and the world, when from any cause the cur¬ 
rency of England becomes redundant in relation to 
foreign currencies. 

The banking system established in Scotland is 
referred to by Mr. Fullarton as a standing proof of the 
impossibility of over-issue. He says,—“ The Scotch 
“ banks are in themselves a standing refutation of the 
“ notion that bank-notes can be over-issued at the plea- 
“ sure of the issuers. Almost every person in Scotland 
“ above the lowest grade in society employs a banker; 
“ and the deposits bearing interest in the hands of the 
“ bankers were estimated by Mr. Blair, in 1841, at the 
“ astonishing sum of between twenty-six and twenty- 
“ seven millions, or about ten times the amount of the 
“ circulation. Scotland uses no gold. All her ex- 
“ changes of purchase and sale, to the value of one 
“ pound or upwards, are performed by book-transfer, or 
“ bank-notes; two-thirds of the bank-note issue being 
“ taken up in performing the offices of gold. But whatr 
“ has been the effect of this keen competition of bank- 
“ ers, and multiplication of banking transactions on the 
“ amount of the circulation of Scotland ? Why, the 
“ result has been that the gross bank-note currency of 
“ Scotland, as compared with the population, gives a 
“ ratio of only 1/. sterling per man, instead of 21., which 
“ is the proportion in England ; and that if you deduct 

Q2 
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“the Scotch one-pound notes, which correspond with 
“ the English metallic currency, the ratio will be nearly 
“one to six.”* 

The facts stated in this passage show that the Scotch 
banks are in themselves a standing refutation, not of 
the notion that bank-notes can be over-issued at the 
pleasure of the issuers, but of the notion that bank¬ 
notes cannot be over-issued. Why is there no gold 
in Scotland ? Simply because the one-pound notes 
which the banks had the power of issuing, when added 
to the coin previously in circulation, caused the 
aggregate amount of the circulation to bear a higher 
proportion to the transactions to be adjusted in 
Scotland than in other countries; and, consequently, 
extruded that portion of the circulation which had 
consisted of coin, and which the issue of one-pound 
notes had rendered redundant. And how did it come 
to pass that the note circulation in Scotland bears a 
less proportion to wealth and population in Scotland 
than in England ? For no conceivable reason, save 
that in Scotland the greater extension of banking 
facilities, and of the contrivances for economising the 
use of money, made the previous amount of bank-notes 
more than sufficient to adjust the actual amount of 
transactions, and caused a portion of the note circula¬ 
tion, the issue of which had been thus rendered ex¬ 
cessive, to be withdrawn. The expulsion of the coin 
and the contraction of the note circulation took place 
because the banks possessed the power of causing the 
aggregate amount of the medium of exchange to bear 
a greater proportion to the transactions to be adjusted 
in Scotland than in other countries. The expulsion 

* Pp. 93, 94. . „ 
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and contraction were practical demonstrations that the 
currency had been rendered redundant through the 
operation of the banks. The process which restored 
the equilibrium which the operation of the banks had 
disturbed, Mr. Fullarton brings forward as a proof 

that the banks did not possess the power of disturbing 
the equilibrium. 

One other example of Mr. Fullarton’s logic must be 
produced. He says—“I deny that we have any 
44 evidence of such a redundance of bank-notes having 
44 ever existed in coincidence with a really convertible 
44 state of the currency as to raise prices or to cause an 
4 4 efflux of the precious metals, or that such a redund- 

44 ance, under such circumstances, is possible.” And 
he subsequently refutes himself, after the following 
fashion:—44 It has been alleged that whatever may be 
44 the obstacles to an excess of issue on the part of 
44 country bankers, or even the Bank of England, so 
44 long as its notes are advanced on bills of exchange, or 
44 other securities of short dates, the Bank of England 
44 has the power of giving permanency to its issues, by 
44 sending its notes into the market for the purchase of 
44 exchequer-bills, stock, or other securities, redeemable 
44 only at distant dates; and that in such cases there is 
44 no channel open through which the notes can find 
44 their way back to the Bank, and that they must con- 
44 tinue, therefore, to surcharge the general circulation 
44 till it is so depreciated as to force a remedy through 
44 the exchanges. There might certainly be some 
44 force in these allegations, if it were indispensable, to 
44 secure the reflux of any excess of notes which the 
44 Bank might think fit to issue, that the particular 
44 securities on which these notes were advanced should 
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“also afford the channel for their return; though, 
“ even in this case, the reduction in the market-rate of 
u interest which would necessarily follow such an 
“ operation on the part of the Bank of England could 

“ not fail to cause such an exportation of bullion as would 

“ infallibly relieve the market.” 
In the above passages Mr. Fullarton tells us, in ex¬ 

press terms, that it is impossible there should be such 
an excessive issue of bank-notes as to cause a redun¬ 
dancy of the circulation and an efflux of the precious 
metals; because, if the Bank of England thought 
proper to issue its notes in excess, the operation could 
not fail to cause such an exportation of bullion as 
would infallibly relieve the market. There could not 
be such a redundancy of paper as would give occasion 
for an exportation of bullion, because the issue of 
notes by the Bank of England would infallibly, in the 
last extremity, cause such an exportation of bullion as 
would relieve the market from that redundancy of 
paper which might occasion an exportation of bullion; 

that is, to reduce this logic to its simplest form—an 
exportation of bullion would be the infallible means 
of preventing an exportation of bullion!!!—The 
bursting of a steam-engine is an infallible prevention 
of the danger of the bursting of a steam-engine. 

Mr. James Wilson, the most able of the opponents 
of the Act of 1844, has fallen into some extraordinary 
misconceptions on the subject of depreciation from 
over-issue. In his speech upon the motion of the 
Chancellor of the Exchequer for the appointment of 
the Committee on the causes of the commercial crisis, 
he is reported to have said, that “ he had yet to learn, 
“ he had yet to see any evidence whatever that, either 
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“ in this country or in any other, where the notes were 
“ perfectly convertible at all times at the pleasure of 
“ the owners, they were ever depreciated. He had 
“ yet to learn how they could be depreciated. Until 
“ he saw some reason why a man holding a 61. Bank 
“of England note, and finding it not equal to five 
“ sovereigns, could not have it exchanged for five 
“ sovereigns;—until he saw that, he could not believe 
“ that a convertible note could be depreciated. He 
“ was glad to be supported in this view by Mr. Horner, 
“ Mr. Huskisson, Lord Liverpool, Mr. Ricardo, and all 
“ the eminent writers wdio had written prior to 1844 ; 
“ and therefore if he showed that a bank-note, being 
“ convertible, could not be depreciated, he had done 
“ sufficient to prove that bank-notes could not be issued 
“ in excess; and if they could not be issued in excess, 
“ they could not be depreciated.” 

Mr. Wilson labours under a grave mistake when he 
imagines that his views on the subject of over-issue 
and depreciation are supported by the authority of the 
eminent writers on the science of money prior to 1844. 
If he will refer to the works of Mr. Ricardo and Mr. 
MUulloch, he will find that these distingushed econo¬ 
mists not only maintained, but demonstrated, that a 
convertible currency can be depreciated by over-issue. 
Mr. Ricardo says, “If an addition be made to a cur- 
“ rency consisting partly of gold and partly of paper, 
“ by an increase of paper currency, the value of the 
“ whole currency would be diminished; or, in other 
“ words, the prices of commodities would rise, esti- 
“ mated either in gold coin or in paper currency. The 
“same commodity would purchase, after the increase 
“ of paper, a greater number of ounces of gold coin, 
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“because it would exchange for a greater quantity of 
“paper.”* But it is evident from the passage just 
quoted from his speech, that Mr. Wilson has not at¬ 
tained a distinct perception of the sense in which the 
terms “ depreciation of the currency ” is applied by 
Mr. Ricardo and his followers. The doctrine of Mr. 
Ricardo is, not that the value of a convertible bank-note 
can be lowered in relation to the coin for which it can 
be immediately exchanged, but that the value, both of 
coin and note, may be lowered in relation to foreign 
currencies. 

The same doctrine is distinctly laid down by Mr. 
M‘Culloch in the following passages from his important 
Note upon Money, in his edition of the Wealth of 
Nations. 

“ When a currency consists partly of the precious 
“metals, and partly of paper immediately convertible 
“ into them, any over-issue of the latter depresses not 
“merely the value of the paper-money, but of the 
“ coins which circulate along with it. These coins 
“ are, therefore, immediately converted into bullion, 
“or exported. Bullion, however, cannot be accumu- 
“ lated in any one country without losing its relative 
“ value ; and hence the ultimate effect of an over-issue 
“ of paper, in a country whose currency consists 
“ partly of coin, is an exportation either of coin or of 
“ bullion formed out of the coin. 

“ When the currency of any particular country, as 
“of England, consists partly of the precious metals, 
“ and partly of paper convertible into them, the effects 
“ produced by an over-issue of paper are the same as 
“ those resulting from an over-issue of gold or silver. 

* Reply to Bosanquet, M‘Culloch’s Edition, p. 337. 
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u The excess of paper is not indicated by a deprecia- 
“ tion or fall in the value of paper as compared with 
“ gold; but by a depreciation in the value of the whole 

“ currency, gold as well as paper, as compared with that 

u of other states” “ The effect of inordinate issues of 
“ notes, immediately convertible into gold, is not, 
“ therefore, to cause any discrepancy between the 
“value of paper and the value of gold in the home- 
“ market, but to increase the amount of the currency, 
“and by rendering it redundant or depreciated as 
“ compared with that of other countries, to depress 
“ the exchange; and thus, inasmuch as notes do not 
“ circulate abroad, to cause a drain upon the Bank, 
“ and the exportation of coin.”* 

According to the nomenclature adopted by every 
eminent writer on monetary science prior to 1844, the 
currency of any particular country, whether consisting 
of coin of standard weight and fineness, or of notes 
immediately convertible into such coin, is said to be 
depreciated when its value is reduced below that of 
foreign currencies. 

An over-issue of convertible paper, in the sense in 
which the terms are used by Mr. Ricardo and his fol¬ 
lowers, is an issue which, being in excess of the amount 
required to keep the circulating medium at par with 
the circulating medium of other countries, causes an 

exportation of coin until the excess is reduced and the 
equilibrium restored. This, too, is the sense in which 
the terms are used by Mr. Wilson’s highest authority 
in monetary science. Mr. Tooke says, “By excess, 
“ I mean such an enlargement of the circulation through 

“ the medium of paper, as cannot be maintained at a 

* Pages 493. 
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“ level with the value of gold in the rest of the world 
“ to which we must eventually conform”* Now, Mr. 
Wilson cannot by possibility deny that in this sense 

* of the terms—the only sense, be it remembered, in 
which they are used in relation to a convertible 
currency—banks possess the power of over-issue, 
because, in a publication only a few months old, he 
has himself shown, in language the most distinct and 
positive, that banks do possess that power. 

“There can be no doubt that to whatever extent 
“ the use of gold is economised by the introduction of 
“ banking, by the use of bills of exchange for trans- 
“mitting payments from one part of the country to 
“ another, by the use of cheques for making payments 
“ in the same place, or by the circulation of bank-notes 
“as a part of the currency—to whatever extent the 
“ use of gold is economised by these various means, to 
“ that extent a portion of that hitherto required will 
“ become applicable to other purposes, as much as if 
“an addition to the whole stock of gold had taken 
“ place. Suppose, for example, that the whole of our 
“ gold currency was at this moment seventy millions 
“of gold, and the same of bank-paper, and while it 
“ was entirely gold the present system was introduced— 
“ there can be no question that the introduction of 
“ such an amount of bank-notes would release a similar 
“ amount of gold from the purposes of currency, would 
“make gold as a commodity more abundant, and 
“ would lower its value in relation to commodities; 
“and were it possible to prevent the exportation of 
“any part of the gold so released from the uses of 
“ money, would depreciate our whole currency in re- 

* Considerations on the State of the Currency, p. 87. 
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“ lation to that of other countries, supposing them to 
“have been equal before. But so long as gold is 
“ freely transmissible from one country to another, it 
“ will not be difficult to show that such depreciation 
“ could only exist for a very short time, and only at all 
“ to the extent of the small profit which constitutes a 
“ motive to send the precious metals from one country 
“ to another. If thirty-five millions of sovereigns 
“ were released from circulation by the use of so many 
“ bank-notes, the value of gold would fall, in relation 
“ to its value on the continent. The bullion-dealer 
“ would, as soon as a fall had taken place which would 
“leave auy profit, transmit a portion of it to other 
“ countries; and by this means the value would again 
“ become perfectly equalized, and the depreciation of 
“ our currency would not be measured by the propor- 
“ tion which the coin released from circulation bore to 
“ the stocks of gold in this country alone, but that of 
“ the general stock of gold in the markets of the world. 
“And no possible issue of convertible paper could 
“ have a greater effect, or could suffer any deprecia- 
“ tion for a longer period than was necessary to 
“equalize the value of the metals by transmission 
“ from one country to another. For although bank- 
“ notes could not be transmitted if issued in a larger 
“ quantity, yet being convertible into their represen- 
“ tative in coin, as long as it was profitable to transmit 
“ the latter the former would be exchanged for gold 
“ for that purpose ; and thus the principle of conver- 
“ tibility would effectually prevent any depreciation 
“ for a longer duration than would suffice to transmit 
“ the bullion.”* 

* Capital, Currency, and Banking, 1847, p. 61. 
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Lord Overstone himself could scarcely have pre¬ 
sented a more perfect demonstration than that contained 
in the above passage, of the correctness of the leading 
principle upon which the Act of 1844 was founded. 

If there be, in the science of political economy, any 
one principle more thoroughly established than another 
by fact and experience, it is the principle, that banks 
possess a power of over-issue. The history of banking 
is one continuous verification of this principle. On 
the first establishment of a bank of deposit and dis¬ 
count, the increased efficacy given to the currency 
rendered redundant a portion of the coin previously in 
circulation. When bank-notes were first substituted 
for coin, their issue increased the volume and reduced 
the value of the currency, until restored to the former 
level by the expulsion of the redundant coin. Every 
increase in the number of banks, and in the practice 
of keeping cash with bankers—every additional bank¬ 
ing process through the agency of which transactions 
are adjusted without the intervention of bank-notes, 
renders a portion of the previous issue of the note cir¬ 
culation an issue in excess. 

Were Mr. Wilson to succeed in prevailing upon Par¬ 
liament to adopt his plan for substituting thirty millions 
of one-pound notes for the gold coin now circulating in 
England and Wales, that plan would prove an utter 
abortion, unless the Bank possessed the power of over¬ 
issue. The coin could not begin to be expelled until 
after the Bank had begun to increase the previously 
adequate amount of the circulation by over-issue. 
Mr. Wilson will surely admit that the coin could not 
be made to overflow the channels of circulation, unless 
there should exist a powei* to fill them to overflowing. 
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Section III.—Examination of the Principle, that the abstrac¬ 

tion of Bullion from the Banks for exportation is not occa¬ 

sioned by a depreciation of the Currency in relation to Foreign 

Currencies. 

Mr. Fullarton says, “ We find writers daily refer- 
“ ring the phenomena of the efflux and influx of 
“ bullion to the depreciation and appreciation of the 
“ currency, as if the inducements to export and im- 
“ port specie had any reference to the value of the 
“ circulation, instead of being governed, as they ex- 
“ clusively are, by the state of the balance of foreign 
“ payments.”—P. 116 . 

Here Mr. Fullarton inverts the sequence of ante¬ 
cedent and consequent. It has been satisfactorily 
shown by Mr. Ricardo, that the exportation of coin 
is caused by its cheapness, and is therefore not the 
effect but the cause of what is called an unfavourable 
balance of payments. An unfavourable balance of 
foreign payments means, that of all commodities, ex¬ 
clusive of the precious metals, a country has brought 
from other countries more than it has sold to them; 
that a debt therefore is owing by that country which 
she must pay in the cheapest way she can, and that 
an export of specie is that cheapest way of discharg¬ 
ing the debt. But why is the export of specie a 
cheaper way of discharging the debt than the export 
of any other commodity ? Because the prices of all 
other commodities are high, i. e. in other words, 
because the value of specie, as compared with other 
commodities, is low. Therefore it is the low value of 
the bullion which causes it to be exported. But the 
low value of bullion is the same thing as low value or 
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depreciation of the currency; for if the currency was 
not at a low value in common with the bullion, the 
bullion, instead of being exported, would be converted 
into currency, either by coining it, or by obtaining 
bank-notes in exchange for it. 

Mr. Ricardo’s proposition, which Mr. Fullarton has 
so strangely inverted, appears self-evident as soon as 
correctly stated. When a given sum in the precious 
metals, or in a currency convertible into the precious 
metals, will not purchase in the English market the 
quantity of commodities which can be sold for the 
same sum in the foreign market, it becomes the inte¬ 
rest of the English merchant to make his foreign pay¬ 
ments in gold; and when a given amount of gold will 
purchase in the English market commodities which 
can be sold for a greater quantity in the foreign 
market, it will become the interest of the merchant to 
make his payment not in gold, but in commodities; 
while if the quantity of gold which British goods can 
be sold for in the foreign market cannot purchase in 
that market goods which can be sold for a greater 
quantity of gold in the home-market, it will be the 
interest of the British merchant to bring back his 
return in gold. There can be no exportation of gold 
unless the value of gold in the home-market, as mea¬ 
sured by commodities, should have previously fallen 
below tne value of gold in the foreign-market, mea¬ 
sured in the same commodities; and no importation 
of gold unless its value in the home-market, as mea¬ 
sured in commodities, should have previously risen 
above the value of gold, as measured by the same 
commodities in the foreign-market. 

When a debt is paid to a foreign correspondent by 
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an exportation of gold, it is called an unfavourable 
balance, and when a debt is paid by an importation 
of gold, it is called a favourable balance. An ex¬ 
portation of treasure is the same thing as an unfavour¬ 
able balance of payments; an importation of treasure 
the same thing as a favourable balance of foreign 
payments. 

When Mr. Fullarton says, that the export and im¬ 
port of specie are exclusively governed by the balance 
of foreign payments, he commits the absurdity of 
saying, that the export and import of specie are ex 
clusively governed by the export and import of specie, 
lie affirms that these movements are effects of which 
they are themselves the cause ;—that they possess the 
faculty of spontaneous generation. 

Mr. Fullarton says, “ I look upon a low state of the 
“ currency, and an adverse exchange, as co-ordinate 
“ phenomena, altogether independent of the action of 
“ drains in bringing notes into the Bank for gold. 
“ Such action is the immediate consequence of a de- 
“ mand for gold as an exportable commodity, and not 
“ of any abatement of the demand for circulation. 
“ And so long as the issues of the Bank of England 
“ shall be administered upon any system that will be 
“ long tolerated or tolerable, I hold that the demand 

“ constitutes the self-regulating principle by which 

“ alone the amount of the bank-note circulation must 
“ be governed.” 

Mr. Fullarton had previously told us, and correctly 
told us, that “ The value of a truly convertible cur- 
“ rency must always be identical with the value of 
u the coin into which it is convertible, and can only 
“ vary with variations in the value of the coin.' 
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Now gold in coin must be of the same value as gold 
demanded for exportation; and gold, as has been 
already shown, cannot be demanded as a commodity 
for exportation, unless its value in relation to other 
exportable commodities be less in the home than in 
the foreign market, or, in other words, unless the cur¬ 
rency, which is immediately convertible into gold, be 
depreciated in relation to foreign currencies. Thus, 
upon Mr. Fullarton’s own showing, it is not the de¬ 
mand for circulation, but the demand for gold for 
exportation, which constitutes the regulating principle 
by which alone the amount of the bank-note circula¬ 
tion must be governed.' Gold is demanded for ex¬ 
portation in conformity to the law of equilibrium, by 
which the precious metals are distributed throughout 
the world; but it cannot be exported unless it be of 
less value in the exporting than in the importing 
country, and unless the currency convertible into gold 
be less valuable than foreign currencies. Again, gold 
will continue to be exported until the diminution in 
its quantity renders its value in the home-market 
equal to its value in the foreign-market; and, conse¬ 
quently, a note circulation convertible into gold must 
contract, under a drain of bullion, until its value 
becomes equal to that of foreign currencies. It is the 
movements of the bullion, therefore, which govern the 
amount of a convertible currency. 

Through many pages of gratuitous assertion, Mr. 
Fullarton labours to resuscitate the fallacies regarding 
the foreign exchanges propounded by Mr. Bosanquet, 
and consigned by Mr. Bicardo to a long oblivion. 
Had he ventured to reply to the argument by which 
Mr. Bosanquet was confuted and silenced; had he 
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made any effort, however feeble, to explain the 
specific cause which renders it more advantageous to 
make a foreign payment in specie than in commodi¬ 
ties, I might have deemed it necessary to enter upon 
an examination of the evidence advanced. But as his 
proofs in support of the fallacies of Mr. Bosanquet 
amount to nothing more than simple, unsupported 
affirmation, I pass to the examination of another novel 
doctrine in monetary science, of which Mr. Fullarton 
appears to be the original propounder. He introduces 

it as follows:— 
“ Drains universally operate, not on the currency 

“ in circulation, but on the currency in reserve—on 
“ the hoards. And this brings me to the main issue 
“ between the partizans of the currency doctrine and 
“ myself, the question, as to what plan for the ad- 
“ ministration of the Bank issues, when under the 
“ action of a drain, is most in conformity with the 
“ laws which govern the fluctuations of a purely 
“ metallic currency. Lord Overstone and his school 

“ require that, under such circumstances, the note 
‘ ‘ circulation should be made to fluctuate as a metallic 
“ circulation would have fluctuated; but do not seem 
“ to have asked themselves, or at all events do not 
“ inform us, how a metallic circulation would have 
“ fluctuated.”—“ They never even allude to the ex- 
“ istence of such a thing as a great hoard of the 
“ metals, though upon the action of the hoards 
“ depends the whole economy of international pay- 
“ ments between specie-circulating communities.”— 
“ Let us think how the money-market of a country 
“ transacting all its exchanges through the medium of 
“ the precious metals only would be likely to be 

R 
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44 affected by the necessity of making a foreign pay- 
44 ment of several millions. Of course the necessity 
44 could only be satisfied by a transmission of capital; 
“ and would not the competition for the possession of 

>4 capital for transmission which the occasion would 
“ call forth necessarily raise the market-rate of in- 
44 terest? If the payment was to be made by the 
44 Government, would not the Government in all pro- 
44 bability have to open a new loan on terms more 
44 than usually favourable to the lender? and would 
4 4 not all this inevitably act upon the hoards, and 
44 draw forth into activity a portion of the gold or 
44 silver which the money-lenders had been accumu- 
44 lating, and some of them with the express view of 
44 watching such opportunities for turning their trea- 
44 sure to advantage. 

44 I would desire, indeed, no more convincing proof 
44 of the competency of the machinery of the hoards 
44 in specie-paying countries to perform every neces- 
44 sary office of international adjustment, without any 
44 sensible aid from the general circulation, than the 

44 facility with which France, when but just recover- 
4 4 ing from the shock of a destructive foreign invasion, 
44 completed within the space of twenty-seven months 
44 the payment of her forced contribution of nearly 
44 twenty millions to the Allied Powers, and a con- 
44 siderable portion of that sum in specie, without any 
44 perceptible contraction or derangement of her 
44 domestic currency, or even any alarming fluctua- 
44 tion of her exchanges.”* 

This passage consists of a series of assumptions 

contrary to fact. Lord Overstone and his school 

* Regulation of Currencies, pp. 140, 141. 



HOABDS. 243 

maintain that a note circulation must fluctuate as a 
metallic circulation would fluctuate. They take as a 
test of what would be the variation of a metallic cir¬ 
culation, not the variations in the total amount of the 

precious metals in the country, but of that portion only 

of the precious metals which passes into the possession of 

the issue department. As regards these portions of the 
precious metals there can be no hoards, in the proper 
sense of the word, so long as they remain within the 
walls of the issue department the notes issued against 
them will be either retained in the hands of the 
public, or added to the reserve in the till of the bank¬ 
ing department. 

There may be hoards of the precious metals in the 
possession of private individuals or concerns which 
have not passed into the possession of the Issue De¬ 
partment. These are the hoards of which Mr. Ful- 
larton speaks, and to which Lord Overstone and others 
make no allusion, for the plain reason that they are 
wholly unconnected with the amount of the circulation 
or any rules for the management of it. That portion 
of the precious metals which is paid to the issue 
department in exchange for notes is the only portion 

of them connected with the circulation; and that 

portion of them which individuals and concerns retain 
as ornaments or for consumption in the arts is the 
only portion of them that can be said to be hoards. 

It is to these hoards in the possession of individuals 
or concerns, and unconnected with the circulation, to 
which alone the reasonings of Mr. Fullarton are 
applicable. 

The payment by France of a considerable portion of 
her forced contribution in specie merely proves that a 

it 2 
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considerable portion of her capital, consisting in the 

first instance, of course, of commodities produced by 
her, was sold by her for specie, and that specie applied 
to the payment of the forced contribution. 

If a large hoard of specie which had been pre¬ 
viously accumulated by the Bank of France was 
applied to this payment, then we must proceed to 
inquire whether notes had been issued against this 
accumulated specie. If such notes had been issued, 
they must have been returned as the specie was sent 
away. But this must have produced “a perceptible 
“ derangement of her domestic currency.” There¬ 
fore it is clear that such notes had not been issued 
against the accumulated specie; in other words, that 
it had not been represented by notes issued against it, 
and had no connection with the currency. It was a 
simple commodity, the private property of the Bank 
of France, as it might have been of any other body 

or, private individual. 
* Mr. Fullarton’s main assumption is, that specie¬ 

paying countries, when under the action of an adverse 
exchange, can make foreign payments in the precious 
metals without any contraction of their domestic cur¬ 
rencies, because the increased rate of interest caused 
by the demand for the capital by which these pay¬ 
ments must be effected, calls out from the hoards the 
requisite amount of specie for exportation. Now if 
we will take for our datum the assumption that in a 
specie-paying country the increased rate of interest 
calls out from the hoards the specie required to effect 
her foreign payments, we shall at once perceive that 
the necessary conclusion is that her currency must be 
appreciated, and her prices lowered. A rise, in the 
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rate of interest is the same thing as a fall in the value 
of securities, of fixed capital, and of all property 
yielding income. A fall in a most extensive range of 
prices is the evidence which Mr. Fullarton brings for¬ 
ward to prove, that under the circumstances there can 

be no fall of prices. 
Again—a rise in the rate of interest is the same 

thing as a fall in the value of that portion of the 

capital of a country which is not immediately available 
for purchases and payments, in relation to that portion 
which is so available. The capital of a banker, bill- 
broker, or cambist, consists of money; that of a 
farmer, manufacturer, or merchant, of commodities and 
bills of exchange obtained by the sale of commodities 
on credit. A farmer and a manufacturer require 
money for the payment of wages, and the purchase of 

stock and materials. If in consequence of an increased 
demand for money capital, the price at which their bills 
can be converted into money rises from 4 to 6 per cent., 
it is clear that the value of their commodity capital, in 
relation to money capital, must fall 2 per cent., even 
although they should be able to sell their goods in the 
market at the same ready-money prices as before. But 
that rise in the rate of interest would lower the ready- 
money prices of their goods. A manufacturer having 
a stock of goods in his warehouse beyond the imme¬ 

diate demand of the market, and first-class bills in his 
desk, requires 1,000/. for the payment of wages ; and 
the question, whether he shall obtain this money by 
offering his goods for sale, or by discounting his bills, 
will be determined by the current rate of interest. If 
he cannot realize 1,000/. by bringing his goods prema¬ 
turely to market without sacrificing ordinary profits 
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to the extent of 121. 10s., he will prefer discounting 
bills having three months to run, provided the rate of 
interest be 4 per cent.; because in this case the sacri¬ 
fice would be only 101. But were the rate of interest 
to rise from 4 to 6 per cent., he would sell his goods 
at a sacrifice of 12/. 10s., rather than discount the bills 
at a sacrifice of 151. A rise in the rate of interest 
lowers the prices of all securities; reduces the value 
of all capital not immediately available, in relation to 
immediately available capital; raises the value of 
money in hand in relation to money to be paid at a 
future day ; and causes goods to be brought to market 
prematurely at a sacrifice of profit. Mr. Fullarton 
bears witness against himself. It is demonstrable, 
upon his own showing, that in specie-paying countries, 
the hoards cannot be drawn out for the purpose of 
effecting foreign payments without an appreciation of 
the currency and a reduction of prices. 

The facility with which France advanced the forced 
contribution of 20,000,000/. to the Allied Powers, is 
regarded by Mr. Fullarton as a practical demonstration 
that in specie-circulating countries an adverse exchange 
acts upon the hoards, and not upon the circulation. 
But has he any evidence to show that France advanced 
the 20,000,000/. from her private hoards? and would 
he be quite surprised to find that the loan was taken 
by an English merchant—the greatest in the world ; 
and that the subscribers to the loan were for the most 
part British capitalists ? The practical demonstration 
actually presented by the transaction is, that in specie¬ 
paying countries the power of effecting foreign payments 
is less than in countries in which the facilities of bank¬ 
ing transform private hoards into reproductive capital. 
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Mr. Fullarton is unable to perceive, that in coun¬ 
tries not possessing banking facilities, the whole of the 
medium of exchange, with the exception of the small 
sums carried about in the pockets of the inhabitants, 
must be hoarded in private desks until wanted for im¬ 
mediate payments. If the cash locked up in private 
desks until required for use, be not in circulation, 
there can be no circulation save that which consists of 
the pieces carried about in the pockets of the people. 
According to the theory of Mr. Fullarton, the proper 
definition of circulation is “ money in pocket.” The 
theory, however, even when expressed in the new 
nomenclature, must be regarded as incomplete, until 
Mr. Fullarton shall have explained the process through 
which, when money in desk is abstracted by an ad¬ 
verse exchange, money in pocket can be replenished 
with the same facility as before. 

Section IV.—jExamination of the Principle propounded by 

Mr. Wilson—that Banking Reserves are not a part of the 

effective Circulation. 

The term “ circulation,” in the sense determined by 
established usage, denotes coin and bank-notes, 
whether held for use in the drawers of individuals, in 
the cash-boxes of trading concerns, or in the coffers of 
banks. It is in this sense that the term has been em¬ 
ployed by the promoters and advocates of the Act of 
1844. Lord Overstone was asked by the Committee of 
Inquiry upon Banks of Issue, “ What do you consider 
“ to constitute the circulation ?” He replied, “ Notes 
“ in the hands of the public, and in the Bank till.” 
This application of the term is in conformity not only to 
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scientific usage, but to the plainest dictates of common 
sense. If the bank-notes which a dealer keeps in his 
cash-box to meet immediate payments are circulation, 
on what rational grounds can it be contended, that the 

notes which a banker keeps in his till to meet the 
demands of his depositors and adjust his balances with 
other concerns are not circulation ? 

Mr. Wilson, however, has advanced the novel 
doctrine, that banking reserves are not an integral 
part of the effective circulation. He is reported to 
have said, in the able speech formerly referred to, that 
“ He must maintain that the word ‘circulation’ could 
“ only mean the notes in the hands of the public ; and 
“ if they came to talk of the action of circulation upon 
“ prices, it could mean nothing else. Would any 
“ man pretend that notes lying quiescent in the Bank 
“ had any effect upon prices?” 

I cannot but believe that, on reconsideration, Mr. 
Wilson will not be indisposed to admit that on this oc¬ 
casion he has fallen into a misconception. He admits, 
in the most distinct and unqualified terms, that under 
the provisions of the Act of 1844 the banking depart¬ 
ment of the Bank of England is placed upon the foot¬ 
ing of an ordinary bank of deposit and discount; and, 
admitting this, he cannot refuse to admit that the 
notes in the till of the banking department constitute 
a part of the circulation in the same way in which the 
notes in the till of any private or joint-stock bank 
constitute a portion of circulation. If the reserve of 
notes in the hands of a private banker in Lombard- 
street are part of the circulation, the reserve of notes 
in the hands of the directors of the banking depart¬ 

ment of the Bank of England are part of the circula- 
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tion; and if the reserve in the banking department 
does not form a part of the effective circulation, neither 
do the reserves of other banks. If the principle pro¬ 
pounded by Mr. Wilson be true as respects one bank 
of deposit and discount, it must be true with respect 
to all banks of deposit and discount. Either the whole 
of the notes out of the issue department must be in¬ 
cluded in the effective circulation, or else the whole of 
the reserves in all the banks throughout the kingdom 
must be excluded from the effective circulation. 
Mr. Wilson cannot affirm that the reserve in the 
coffers of one particular bank of deposit and discount 
is not circulation, without affirming that all reserves 
in all banks of deposit and discount are not circula¬ 
tion. The real—the only question at issue therefore 
is, are banking reserves a component part of the cir¬ 
culation, which acts upon prices and influences the 
transactions of the market ? Mr. Wilson, unless he 
should be ambitious of rivalling Mr. Tooke and Mr. 
Fullarton in the art of self-refutation, must answer 
this question in the affirmative. 

He has told us, and has told us truly, that prior to 
the institution of banks, the universal practice was, to 
keep reserves of cash in private drawers. The farmer, 
as he disposed of his produce, kept an accumulating 
hoard against the coming rent day; the trader allowed 
the proceeds of his sales to accumulate in his till to 
provide for the bills he had accepted; the merchant 
invested a large portion of his capital in treasure, in 
order to provide for his foreign payments ; the landed 
proprietor, on receiving his rents, locked up the money 
required to keep up his establishment until the next 
rent-day: every payment that was made, and every 
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purchase that was effected, was made, or effected, by 
or with these private cash reserves. Now, were these 
private reserves “ circulation ?” did they act upon 
prices ? did they influence the transactions of the 

market? Mr. Wilson will not answer these questions 
in the negative, because, were he to do so, he would 
virtually affirm that, prior to the institution of banks, 
there was no circulation at all. If money reserved in 
private drawers be not circulation, affecting prices and 
influencing the transactions of the market, then, when 
the whole money of the country was deposited in pri¬ 
vate drawers, there could have been no circulation in 
the country. But Mr. Wilson will not affirm that, prior 
to the establishment of banks, there could have been no 
circulation ; and I therefore assume it as an incontro¬ 
vertible principle, in which he entirely concurs, that 
prior to the existence of banks, the money reserved in 
private drawers was effective circulation acting upon 
prices. 

Again, Mr. Wilson has told us, and has told us 
truly, that after the establishment of banks, a great 
portion of the reserves previously deposited in private 
drawers was transferred to the coffers of the banks. 
But he has not told us that this transfer impaired the 
efficacy of the currency, or diminished its action upon 
prices. He has told us the direct contrary. He has 
explained, with remarkable clearness and ability, that 
the transference of currency from private desks to 
bankers’ tills so increases its efficacy, that transactions 
can be adjusted with one-third of the money which 
would be otherwise required ; and that for every three 
hundred pounds transferred from the private desks to 
the banker’s till, two hundred pounds are released 
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from the business of effecting exchanges, and added to 
the directly productive capital of the country. Now 
what is the cause which imparts to the currency this 
increased efficacy ? Mr. Wilson has unfolded it with 
his usual perspicuity. He has presented us with 
tables exemplifying the manner in which, when 
bankers adopt the rule of advancing two-thirds of 
their available capital on loans, and retaining one- 
third as a reserve, every three hundred pounds with¬ 
drawn from a private hoard and deposited in a bank, 
acts upon the prices with the power of five hundred 

* 

pounds. The parties depositing three hundred pounds 
have the same command over this portion of the circu¬ 
lation which they had when the money was deposited 
in their own drawers; while the bank, retaining one 
hundred as a reserve, advances two hundred to its 
customers. Now the question for consideration is, 

when the transfer of private hoards to the tills of 
banks gives to every three hundred pounds the power 
of five hundred, is the one hundred out of every three 
hundred, held by the banks to meet immediate pay¬ 
ments, a part of the circulation ? Mr. Wilson’s tabular 
illustrations answer the question, and set it finally at 
rest. They demonstrate that the coin and notes held 
as banking reserves, so far from lying quiescent, are 
the most effective portion of the currency, and exercise 
a far greater influence upon the transactions of the 
market than the coin and notes in the hands of the 
public. But the tables must be allowed to tell their 
own story. 

Mr. Wilson assumes, that, when the banking depart¬ 
ment of the Bank of England has reduced its reserve 
to as low a point as it is deemed prudent to maintain 
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against its liability on account of deposits, its status 
is as follows :*— 

Capital.£14,500,000 
Rest. 3,500,000 
Deposits .... 12,000,000 

30,000,000 

Public Securities . . £10,000,000 
Bills discounted . . 16,000,000 
Bullion or Coin . . 4,000,000 

30,000,000 

According to this table, 10,000,000/. of the capital 
and rest, amounting together to 18,000,000/., are in¬ 
vested in public, and 8,000,000/. in private securities; 
while of the 12,000,000/. of deposits, 8,000,000/. are 
advanced upon private securities, and 4,000,000/. 
reserved to meet the demands of the depositors. It is 
admitted on all hands, that the 8,000,000/. thus ad¬ 
vanced from the deposits to the public in the discount 
of bills must form a part of the circulation acting upon 
prices; and it will be evident, upon a moment’s con¬ 
sideration, that the 4,000,000/. held in reserve exercise 
upon prices, and upon all the transactions of the 
market, an influence not only not less, but, on the 
contrary, much greater than that exercised by an 
equal amount actually advanced from the deposits 
upon loans and discounts. So long as the Bank re¬ 
mains solvent, the whole of the 12,000,000/. of deposits 
is at the command of the depositors. Now, how does 
it come to pass that the whole of the 12,000,000/. of 
deposits, two-thirds of them haying been paid away to 
the public, should remain completely at the command 
of the depositors? Simply, because the remaining 
third is held as a bank reserve. Take away the 
4,000,000/. of reserve, and the 12,000,000/. of deposits 
will be extinguished, and the depositors will cease to 

* Capital, Currency, and Banking, pp. 121, 122. 
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have a shilling with which to effect a purchase. Upon 
Mr. Wilson’s own showing the 4,000,000/. of reserve 
not only maintain the full purchasing power of the 
12,000,000/. of deposits, but increase by 8,000,000/. 
the circulation in the hands of the public. 

In his subsequent tables, Mr. Wilson presents us 
with still further proofs and exemplifications of the 
efficacy of bank reserves. He assumes that an ad¬ 
verse exchange causes a drain upon the coffers of the 
Bank to the amount of 3,000,000/., reducing the de¬ 
posits from 12,000,000/. to 9,000,000/., and the reserve 
from 4,000,000/. to 1,000,000/.; and that the Bank, in 
order to restore its reserve to the proportion of one- 
third of its liabilities, diminishes by 2,000,000/. its 
advances from the deposits. He gives the results of 
the drain and of the re-adjustment in the following 
tabular form:— 

Capital.£14,500,000 
Rest. 3,500,000 

Deposits .... 9,000,000 

27,000,000 

Government Securities £10,000,000 
Bills discounted . . 14,000,000 
Bullion and Coin. . 3,000,000 

27,000,000 

The above table is a demonstrative example that a 
drain of 3,000,000/. falling on the Bank reserve re¬ 
duces the efficacy of the circulating medium, not by 

three, but by five millions. While the depositors 
have their power of purchasing diminished by three 
millions, the cash advanced to the public is diminished 
by two millions. It is self-evident, that had the drain 
fallen, not on the Bank reserve, but on the circulation 
in the hands of the public, the diminution in the 
efficacy of the medium of exchange could not have 
exceeded three millions. 
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Mr. Wilson presents other tables and other calcula¬ 
tions, illustrating and demonstrating the efficacy of 
banking reserves. But it would be superfluous further 
to trace the results established by his figures. They 
bring out into prominent relief the distinction between 
money or circulation, and deposits. When it is 
affirmed that money deposited with banks is as much 
at the disposal of the depositors as if it were locked 
up in their private drawers, the proposition is true 
only upon the supposition that the depositors will not 
call for their deposits simultaneously. Were they to 
call for their money simultaneously, they could not 
have it. If the banking department of the Bank of 
England were to retain in its coffers the whole of the 
coin and notes paid in by depositors, deposits would 
be money or circulation in the same way in which 
notes and coin kept in a private drawer, because the 
whole would be available on demand. But as the 
banking department lends out two-thirds or three- 
fourths of the deposits upon securities, it is only the 
remaining one-tliird or one-fourth retained as banking 
reserve which is immediately and completely avail¬ 
able, like the coin and notes held in a private drawer. 
Banking reserves are therefore money or currency, 
while deposits are only a form of representative money 
by which the use of actual money is economised. When 
notes to the amount of 300,000/. are deposited in a bank, 
the banker lends out 200,000/. upon securities, and 
retains 100,000/. as a reserve. The 200,000/. lent out 
are added to the reproductive capital of the district, 
and are no longer employed as circulation. The 
100,000/. held as the banker’s reserve performs func¬ 
tions co-extensive with those which it would have 
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required the whole 300,000/. to perform, had they 
remained in the private drawers of the depositors. 
Thus we see that banking reserves are not only an 
efficient portion of the currency acting upon the trans¬ 
actions of the market, but a portion the efficacy of 
which is three or four times greater than that portion 
of the circulation which is in the hands of the public. 
The whole econojny of banking turns upon the regu¬ 
lation of the reserves. A bank reserve is the centre 
of a monetary system, to appearance motionless and 
inert, while controlling the movements of all within 

its sphere. 
Mr. Wilson has propounded another principle at 

variance with what has hitherto been regarded as the 
established doctrine of economical science. He con¬ 
tends that a deficient harvest and a drain of bullion 
are accompanied by an undiminished consumption of 
corn, and an expansion of the circulation. This novel 
theory is announced in the following passage:— 

44 The • cause which has most frequently produced, 
“ and which is most likely again to produce, an ad- 
“ verse foreign exchange, is the sudden necessity of 
“ importing large quantities in the case of a deficient 
“ harvest. Now suppose, with a purely metallic cur- 
44 rency, trade generally is in its usual state, the 
44 quantity of coin retained by the public to perform 
44 the functions of circulation at its lowest convenient 
44 point, and the most economical distribution of the 
44 capital of the country, through the medium of 
44 bankers and otherwise, most perfectly obtained, and 
44 bankers holding their usual reserves of coin and 
44 bullion, to meet the demands of depositorsLet 
44 us further suppose, in this even and apparently safe 
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“ and prosperous state—similar to that which this 
44 country enjoyed in the first half year of 1838—that 
4 4 the approach of the harvest led in a short time to a 
“ rise in the price of wheat from 60s. to upwards of 
44 70^. per quarter, and that an import of more than 
44 three millions of quarters of wheat became necessary, 
“ as was then the case, that the exchanges were turned 
“ violently against us, and a demand set in for the 
“ precious metals. 

44 What would then be the effect on the circulation ? 
44 The same cause which led to an import of foreign 
“ grain and a drain of bullion (namely, the high price) 
“ would also lead to an increase of the quantity of 
“coin required for circulating the higher - priced 
“ commodity. Coincident with a drain of bullion 
“ from the bankers to pay for foreign imports, there 
“ would also be a drain of coin to increase the internal 
“ circulation. Bankers would have no control what- 
“ ever over the circulation ; they might raise the rate 
“ of interest, they might even refuse to discount bills 
“ at all, and entirely discontinue their usual accommo- 
“ dation to their customers;—the more they did so 
“ would inducements be held out to others to withdraw 
“ their deposits, and the necessities of trade would 
“ retain in circulation a sufficient portion of coin to 
“ conduct the internal exchanges in spite of any efforts 
“ of bankers to curtail the amount. For it must not 
“ be overlooked that the case of increased price of 
“ the first necessaries of life differs from every other 
“ article. Whatever be their cost, there is little or no 
44 difference in the quantity consumed as long as 
44 people have the power of obtaining them, while a 
44 higher price of other less necessary articles is often 



SUPPLY AND CONSUMPTION. 267 

44 immediately compensated by a reduced consumption. 
“It is true, that before long the high price of food 
“ would lessen the consumption of manufactures and 
“ other commodities, and the high rate of the interest 
4 4 of money would assist to reduce production ; people 
44 would be thrown out of employment, and in the 
44 course of time the higher price of food would be 
“ compensated by the smaller expenditure on other 
44 articles, and their reduction of price; and then the 
44 circulation would again fall to the former rate, or 
44 even below it. But the first effect of the high 
44 price, and coincident with the early period of a 
44 drain of bullion, in spite of all the efforts of bankers, 
44 in spite of all the efforts of legislation, the actual 
44 coin in the hands of the public (in the case of a 
44 purely metallic currency) would increase, and not 
44 diminish, as Sir Robert Peel’s doctrine infers it 
44 would.”—P. 24. 

My sincere respect for Mr. Wilson’s talents and 

attainments leads me to believe that the above passage 
was written while his attention was distracted by a 
multiplicity of subjects, and that he will, upon recon¬ 
sideration, be ready to admit and to correct the mis¬ 
conceptions it involves. As he could not have intended 
to assert a physical impossibility, he could not have 
intended to say, that an increase m the quantity of 
money, from whatever source derived, can enable the 
population to purchase the same quantity of corn as 
before, when the quantity to be purchased is dimi¬ 
nished. But the physical impossibility of increasing 
the quantity of money in the hands of the public 
when an adverse exchange had diminished the quan¬ 
tity of money in the country, though it may be less 

s 
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apparent, is not less real, than the physical impossibi¬ 
lity of consuming an undiminished quantity of corn, 
when the quantity to be consumed had been dimi¬ 
nished. And that Mr. Wilson should maintain the 
extraordinary paradox that the circulation increases 
under an adverse exchange, is the more extraordinary, 
as he has himself demonstrated that the first effect* of 
a drain of bullion is to contract the circulation.—* 
(Pp. 221-223.) He has shown, in the tables already 
referred to, that a drain of bullion to the extent of 
3,000,000/., occurring at a time when the deposits in 
the Bank were 12,000,000/., the reserve of coin 
4,000,000/., and the advances on bills discounted 
16,000,000/., would reduce the deposits to 9,000,000/.; 
the advances upon discounts to 14,000,000/., and 
compel the Bank to replenish its coffers by the sale of 
securities to the amount of 2,000,000/. Thus the 
immediate effect of the adverse exchange would be, a 
decided diminution in the amount of the circulating 
medium. From what possible source can it be in¬ 
creased ? By the supposition, the circulation is wholly 
metallic; there are no banks of issue; all the banks, 
including the Bank of England, are banks of deposit 
and discount, holding reserves of coin not more than 
sufficient to meet the demands of their depositors. 
Whence, then, I repeat, is the increased demand for 
money, caused by the advance in the price of corn, to 
be supplied? Mr. Wilson’s answer is, that “coinci- 
“ dent with the drain of bullion from the banks to 
“ pay for foreign imports, there would also be a drain 
“ of coin to increase the internal circulation.” But 
then Mr. Wilson has demonstrated, that the second 
drain, to the amount of 3,000,000/., instead of restor- 
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ing the circulation to the amount from which the first 
had depressed it, would cause a still more decided con¬ 
traction—would reduce the deposits from 9,000,000/. 
to 6,000,000/., and the advances on discounts from 

14,000,000/. to 12,000,000/., while compelling the 
Bank to replenish its reserve by a sale of securities, 
would diminish the coin in the hands of the public by 

2,000,000/* 
Mr. Wilson has shown, by irresistible evidence, that 

that portion of the circulation which is placed at the 
disposal of the Bank of England must contract under 
an adverse exchange; and it can be shown by strictly 
analogous and equally irresistible evidence, that the 
portion of the circulation placed at the disposal of the 
provincial banks must also contract under the action 
of an adverse exchange. Let us assume that the 
aggregate amount of the capital, deposits, advances, 
and reserves of the provincial banks throughout the 
kingdom are exactly equal to the capital, deposits, 
reserve, and advances of the Bank of England, as 
they are stated to have been, in Mr. Wilson’s table, 
previous to the commencement of a drain of bullion. 
Under this supposition, the aggregate account of the 
provincial banks would stand thus:— 

Capital . . . £14,500,000 
Rest .... 3,500,000 
Deposits . . . 12,000,000 

Securities . . £10,000,000 
Bills discounted. 16,000,000 
Coin .... 4,000,000 

This being the,previous status of the provincial 
banks, how are they to perform the functions assigned 
to them by Mr. Wilson, of furnishing “ an increased 
“ quantity of coin required for circulating the higher- 
“ priced corn?” It is self-evident, upon Mr. Wilson’s 
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own showing, that if any portion of the external drain 
of bullion should have fallen on their coffers,.the cir¬ 
culation placed at their disposal, as well as that placed 
at the disposal of the Bank of England, must have 
been diminished. But let it be granted, that no part 
of the external drain falls upon the provincial banks, 
and that no demands are made upon their deposits, 
except on account of internal transactions. Now what 
would be the results of an internal drain upon their 
deposits, for the purposes of internal circulation, to the 
extent of 3,000,000/. ? Would the amount of the 
medium of exchange be increased or diminished ? Mr. 
Wilson’s tabular illustration supplies the answer. 
The withdrawal of 3,000,000/. from the provincial 
banks would reduce their deposits from 12,000,000/. 
to 9,000,000/., and their reserve from 4,000,000/. to 
1,000,000/. This would compel them to replenish 
their coffers by reducing their advances upon dis¬ 
counts from 16,000,000/. to 14,000,000/.; and the 
final results would be, a diminution of 3,000,000/. in 
the amount of the deposits against which cheques 
might be drawn, and of 2,000,000/. in the amount of 
the advances upon commercial bills, with an increase 
of 1,000,000/. in the amount of coin out of the banks. 
The efficacy of the circulation, and its action upon 
prices, would be diminished by 4,000,000/. 

It must be conceded to Mr. Wilson, however, that 
there is one conceivable means by which his principles 
might, for a limited period, be brought into prac¬ 
ticable operation. During a dearth of corn, the people 
might be enabled to consume in nine months the pro¬ 
duce of the year; and during an adverse exchange, 
the banks might enlarge the circulation in the hands 
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of the public by increasing their advances from their 
vanishing reserves. Famine and universal bankruptcy 
would be the necessary results of a successful attempt 
to bring Mr. Wilson’s principles into ractical opera¬ 
tion. The Bank tested their value by actual experi¬ 
ment. From January to April, 1847, it increased, in 
the face of an adverse exchange, its advances to the 
public from its vanishing reserve; and the country was 
saved from the universal bankruptcy to which the 
further prosecution of this course must speedily have 
led, solely by the positive restraint of the Act of 
1844. That Act, and that Act alone, stopped the 

insane career of the Bank in April, and thus protected 
the monetary system from the convulsion which must 
otherwise have befallen it in May or June. 

Mr. Wilson has propounded another doctrine, at 
variance with the received principles of monetary 
science, which it will be proper to examine. He con¬ 
tends, that when the exchanges have been rendered 
adverse by a large importation of foreign corn, the 
consequent fall in prices of commodities, instead of in¬ 
creasing exports and checking the drain of bullion, 
would diminish exports and render the drain more 
protracted and intense. This very novel and startling 
doctrine is conveyed in the following passage:— 

“ Sir Robert Peel has passed a law, the great and 
“ leading principle, as proclaimed to the world, of 

“ which is, that in the event of an adverse exchange 
“ against this country, and an efflux of bullion, our 
“ system of currency has within itself a self-acting 
“ principle of contraction, whereby the prices of com- 
“ modifies shall be reduced, in order that they may be 
“ exported in preference to gold. Now, let us—for 
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“ an example of the practical effect of this regulation, 
“ and of this proclamation to the world—let us sup- 
“ pose we had a recurrence of such a harvest as that 
“ of 1838 or 1839. On the approach of the harvest, 
“ the stacks of old wheat are exhausted; the harvest 
“ itself is later, and very defective ; prices rise rapidly 
“ from 505. to 60s., and from 60s. to 705. the quarter, 
“as in 1838 ; a violent speculation commences in 
“ foreign wheat; two millions of quarters are imported 
“ in a few months; the exchanges are rendered ad- 
“ verse; bullion flowing out, and everjr means being 
“ used to contract the circulation of notes, according 
“ to the prescribed rule. What will be the effect on 
“ the purchasers of British manufactures for shipment 
“ at such a time ? Will a regulation, which has for its 
“ professed object the cheapening of goods, induce 
“ people to increase their orders, or to countermand 
“ those they have given ? When every day that the 
“ adverse exchange continues, is expected, by the 
“ effect of their currency regulations, to reduce prices 
“ still lower, is any merchant going into the market 
“ this week to purchase what he expects will be 
“ cheaper next week ? Or will he purchase next week 
“ what a continuance of the same events, and a still 
“ more adverse exchange, lead him to expect to be 
“ cheaper the week after ?—No. The first symptom 
“ of an adverse exchange—of a drain of gold—will be 
“ taken as a notice for all foreign buyers to suspend 
“ their purchases, and to keep them down to the 
“ lowest possible point, from the expectation which is 
“ thus held out to them, that as the drain proceeds in 
“ intensity, prices will become lower and lower. 

“ Meanwhile the manufacturers, from a similar antici- 
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“ pation of the action of an adverse exchange on the 

“ prices of their goods, will be as eager to sell as mer- 
“ chants will be to abstain from buying. Prices will 
“ thus be rapidly and ruinously reducing, the evils 
“ will be greatly aggravated, and the object will 

“ not be accomplished. This regulation is the 
“ highest premium which could be offered to abstain 
“ from the purchase of commodities, instead of acting, 

“ as it is intended by its authors, as a sure guarantee 
“ that such purchases would increase, and arrest the 
“ drain of gold; for, let it be remembered that the 
“ principle is, that with an early contraction, and an 

“ early reduction of the price of goods, our exports 
“ will be increased, and the exchanges corrected at 
“ such early period. Nor would the evil end with the 
“ merchants here; their advices to their constituents 
“ on the continent and elsewhere of the fall of prices, 
“ and of anticipated further falls, would induce parties 
“ abroad to retain the smallest possible stocks of 

“ goods. 
“ It is not in a falling market that people increase 

“ their purchases; on the contrary, it is then they 
“ hold back, and it is not until the opinion becomes 
“ strong that prices have seen the lowest point, and 
“ there is a probability of a rise, that an inducement 
“ exists for increasing purchases. Now, in the case 

“ before us, this point cannot arrive as long as the ex- 
“ change continues adverse, and bullion is undergoing 
“ diminution, nor until a turn in the exchanges would 
“ prove that the lowest point was passed, and an 
“ expectation became general that an influx of bullion 
“ would shortly follow, and with it an expansion of 
“ the currency and a rise of prices; so that instead of 
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“ inducing more extensive purchases of goods at the 
“ early period of the drain, these regulations would 
“ have the effect of delaying them till the worst of the 
“ evil was past, and would thus tend, as we before 
“ said, not only to aggravate, but to protract the 
“ drain.” * 

Brief remarks on this extraordinary passage will be 
sufficient. When stating, in page 93, that the first 
effect of an adverse exchange and efflux of bullion is 
to lower prices, Mr. Wilson failed to recollect that he 
had stated in page 24, that the first effect of an ad¬ 
verse exchange is to raise prices. 

Again, if an adverse exchange and an efflux of bullion 
cause a decline of prices, and if a decline of prices pro¬ 
longs an adverse exchange and an efflux of bullion, 

what is the process through which an adverse exchange 
and a drain of bullion can be arrested ? 

But the above are minor objections. The whole 
passage is one continuous mistake. The proposition, 
that stocks are not increased in a falling market, is 
not true in the unlimited and absolute sense in which 
Mr. Wilson has affirmed it. When the prices of 
commodities in general consumption fall below the 
level of their productive cost, a re-ascent to that level 
is inevitable; and the expectation of realizing more 
than the ordinary rate of profit on that inevitable 
advance, tempts merchants having a free command of 
money capital to increase their stocks, without waiting 
to ascertain whether prices may have sank to the 
lowest point. But even were it a fact, as universally 
true as Mr. Wilson has affirmed it to be, that stocks 
destined for home consumption are not increased in a 

* Capital, Currency, and Banking, p. 93. 
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declining market, the inference which he has deduced 
from it would nevertheless be false. A foreign mer¬ 
chant may abstain from an immediate purchase of 

British goods in a falling market, under the expecta 
tion that by waiting he may obtain them on lower 
terms. But a British merchant, who has incurred a 
foreign debt, cannot abstain from paying it on the day 
it may fall due, by purchasing for remittances either 
gold, or bills payable in gold, or goods. And is it not 
self-evident that everything which raises the value of 
gold and of bills, or which lowers the prices of 
goods, must tend, not to arrest, but on the contrary, to 
promote the purchase of goods for exportation ? when 
a deficient harvest causes imports to exceed exports, 
the demand of the importing merchants for bills pay¬ 
able in foreign markets exceeds the supply of bills 
payable in those markets held by exporting merchants. 

The international accounts no longer balance each 
other—foreign bills rise to a premium—the cambists 
who deal in them export gold to provide for them— 

. the exportation of gold lowers the price of goods—and 
each successive reduction in the price of goods renders 
them more and more eligible as the means of adjusting 
the adverse balance of foreign payments. Take the 

case of a merchant who orders 1000 quarters of wheat 
from Dantzic, and thereby incurs a foreign debt which 
lie engages to pay at a specified time. This debt must 

be paid when due. The merchant has no alternative. 
He must pay on the appointed day. He has the 
option, however, of discharging his obligation either by 
a bill of exchange for 1000 ounces of gold, payable in 
Dantzic, or by the exportation of such a quantity of 
British goods as will realize 1000 ounces in the 
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Dantzic market. The question, therefore, is, in which 
of these mediums will he balance his account with his 
Dantzic correspondent ? The state of the exchanges 
and of the relative scale of prices are such that he 
must pay 1050 ounces for a bill for 1000 ounces, pay¬ 
able in Dantzic, while he can purchase in the British 
market for 1000 ounces a quantity of goods which can 
be sold in the Dantzic market for 1100 ounces over 
and above the cost of carriage. He would lose 5 per 
cent, by making his payment by bill; he would gain 
10 per cent, by effecting it by the exportation of com¬ 
modities. But the prices of commodities are falling in 
the British market under the action of the drain of 
bullion; and there is a reasonable probability that in 
another month or two they may suffer a further fall of 
10 per cent. Will the merchant incur an immediate 
loss of 5 per cent., and forego an immediate profit of 
10 per cent., under the expectation that upon a future 
day he may be able to export goods to Dantzic at a 
profit of 20 per cent. ? If Mr. Wilson’s doctrine, that 
a fall of prices checks importation be correct, he would 
commit the absurdity. 

There is one and only one conceivable case, in 
which the novel doctrine propounded by Mr. Wilson 
might by possibility coincide with fact. Could the 
foreign holders of the bills granted by the British im¬ 
porters be induced not to present them for payment 
until British goods should fall to their lowest level, 
then the British importers might find it at once prac¬ 
ticable and advantageous, to postpone their remittances 
until that lowest level had been touched. But so long 
as it shall be imperative upon British merchants to 
provide for their foreign engagements as they fall due, 
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so long will the doctrine that declining prices suspend 
the purchase of goods for exportation, remain a 
gratuitous assumption, directly contrary to fact. 

When Mr. Wilson has read his own figures aright, 

and placed banking reserves where he has himself de¬ 
monstrated that they ought to be placed, he will per¬ 
ceive that his objections to the Act of 1844 are based 
upon assumptions contrary to fact; that his elaborate 
answers to the arguments of Lord Overstone are nullified 
by his own admissions, and that the novel principles ol 
currency and banking which he has propounded are 
paradoxes which vanish at a touch. Although in 
other departments of political economy, his reputation 
and his authority are deservedly high, yet he has not, 
hitherto, bestowed the requisite amount of concentrated 
attention on the elementary principles of monetary 
science. He has an exhaustless fountain of “ thought 
“ and of lore,” but the waters are wasted over a wide 
expanse of shallows and of falls, instead of usefully 
flowing in a navigable stream. 

Section V.—Practical Objections Answered—The Quarterly 

Review—Mr. Fullarton—Mr. Tooke—Mr. Danson. 

It is objected that one main object of the Act, namely, 
that of causing the circulation to expand and contract 
as bullion should flow into or out of the coffers of the 
Bank, has not been attained; and the Bank returns 
are triumphantly referred to as showing that, while 
the circulation, during the operation of the Act has 
been exceedingly even, the bullion has been affected 

by very extensive oscillations. Now it will be seen, 
upon an actual inspection of these same returns, that 
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they establish the most complete conformity of fluc¬ 
tuation between the circulation and the bullion. In 
no one instance has any, the slightest, deviation from 
this conformity occurred. From the day on which the 
Act came into operation till its temporary suspension 
in 1857, each successive return has shown that, week 
by week, from the 7th September, 1844, to the present 
time, the amount of circulation, except during that brief 
suspension, has been 14,000,000/., plus the amount of 
bullion in the issue department. So long as the Bank 
Directors obey the provisions of the Act, by confining 
their issues upon securities to 14,000,000/., and by al¬ 
lowing their further issues beyond that amount to in¬ 
crease or diminish as bullion flows into or out of their 
coffers, it must amount to a contradiction of terms to 
affirm that the circulation does not fluctuate in exact 
conformity to the fluctuations of the bullion. 

The opponents of the Act seek to escape from this 
absurdity by contending that the reserve of notes held 
by the banking department to meet the demands of 
depositors have not been issued to the public, and 
therefore do not constitute a portion of the circulation. 
In so contending, they either totally misapprehend or 

wilfully misrepresent the facts. The notes held as 

the reserve of the banking department are notes 
which have been circulated to the public by the issue 
department, and which have been deposited by the 
public in the banking department. Let us examine 
the question in detail:—on the 7th of August, notes 
to the amount of 13,456,000/. had been paid into the 
banking department as public and private deposits. 

Of these notes, placed in their hands for safe custody, 

the directors lent out 9,510,000/. upon securities 
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bearing interest, and retained 3,946,000/. as a reserve 
to meet the demands of the depositors. It is obvious 
that this reserve of 3,946,000/. was the property, not 
of the Bank, but of the public. Had the whole of 
the deposits of 13,450,000/. been placed, for safe 
custody, with the several banking establishments in 

Lombard-street, it could not be denied that the por¬ 
tions of that sum retained in the coffers of these esta¬ 
blishments to meet the occasional demands of their 
depositors were part and parcel of the circulation. It 
is not denied, on the contrary it is universally ad¬ 

mitted, that the notes constituting the reserve of a 
private bank of deposit and discount form a part of 
the circulation. Now, the opponents of the Act of 
1844 admit in express terms that it places the Bank¬ 
ing Department of the Bank of England on the self¬ 
same footing with a private bank of deposit and dis¬ 
count. We are told in express terms, by a writer in 
the Quarterly Review, “ that the treasury of the Bank 

ing Department is placed in precisely the same 
“ position with reference to the quantity of the out- 
“ standing circulation as the treasuries of any of 
“ the banking-houses in Lombard-street. It can only 
“ obtain notes by presenting gold: and it can only 
“ obtain gold by presenting notes. Whatever quantity 
“ of notes and coin, therefore, may be reserved in the 
“ Banking Department constitute the cash reserve 
“ of that department, and correspond in every par- 

“ ticular to the reserve of notes and coin retained by 
“ a private banker to meet the demands of his daily 
u business.”* The Reviewer, after having made these 
ample admissions, proceeds with admirable alacrity to 

* Quarterly Review for July, p. 258. 
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turn his back upon himself. He says,—“ We have 
“ already endeavoured to explain that the reserve of 
“ notes and coin in the Banking Department of the 
“ Bank of England is, iiv effect and intention, a re- 
“ serve of bullion. But, if this interpretation be the 
44 true one, and if the notes in the drawers* of the 
44 Banking Department are in reality so many vouchers 
“ for bullion, it appears altogether undeniable that 
“ the great object of the Act of 1844, namely, the 
“ conformity of fluctuation between the circulation 
44 and the bullion, has never yet been attained in a 
44 single instance. Nothing can be more palpable on 
“ the face of the returns since 1844 than that the 
44 circulation during the intervening period has been 
44 exceedingly even, while the bullion has been affected 
44 by very extensive oscillations. Here, then, we 
44 encounter another dilemma. If the term 4 circula- 

44 4 tion ’ is to be held to convey the meaning which it 
44 always conveyed hitherto, and which appears to be 
44 the only reasonable meaning that can be assigned 
44 to it; that is to say, if by 4 quantity of circulation ’ 
44 we are to continue to understand 4 quantity of notes 
44 4 in the hands of the public/ then the question is at 
44 an end, for it is quite certain that the Act of 1844 
44 has entirely failed to produce a uniformity of fluc- 
44 tuation between the notes in the hands of the public 
44 and the bullion in the Bank of England. On the 
44 other hand, if the reserve of notes in the Banking 
44 Department is to be called 4 circulation/ notwith- 
44 standing the fact that these notes have never been 
44 circulated at all; and by this new application of 
44 the term an apparent harmony is to be established 
44 between the scheme of the statute and the course of 
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44 events, it will be obligatory on the currency theo- 
44 rists to prove that this portion of the Bank issues 
44 which remains uncirculated exercises the same in- 
44 fluence over trade and prices which, according to 
“ their view, is so powerfully exercised by the notes 
“ circulated, and that the two masses of paper are 
44 every way identical in function.”—p. 258. 

The advocates of the Act are exonerated from the 
performance of the task which the Reviewer has thus 
assigned to them, inasmuch as the Reviewer himself 
has performed it to their hands. He states, as has 
been already shown, that “ whatever quantity of notes 
“ may be reserved in the drawers of the Banking 
44 Department, correspond in every particular to the 

“ reserve of notes and coin retained by a private 
“ banker to meet the demands of his business.” Upon 
the Reviewer’s own showing, therefore, the notes con¬ 
stituting the cash reserve of the Banking Department 
of the Bank of England exercise the same influence 
upon trade and prices which is exercised by the notes 
constituting the cash reserves of private bankers. 
The Reviewer does not appear to comprehend the 
import and bearing of his own admissions and state¬ 
ments. He tells us that the notes constituting the 
cash reserve of the Banking Department do not form 
a part of the circulation, because “ they are, in reality, 
44 merely vouchers for so much bullion,” and because 
“ the receiver can convert them into coin by crossing 
44 the quadrangle into the hall of the Issue Depart- 
44 ment.” Now, as the notes constituting the cash 
reserve of the Banking Department correspond in 
every particular to the reserve of notes retained by a 
private banker, it follows, upon the principles of the 
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Beviewer, that the notes held by private bankers 
cannot form any part of the circulation, because they 
are merely vouchers for so much bullion, and because 
they can be converted into coin by crossing the street 
into the Issue Department of the Bank of England. 
But this is not all. While the. convertibility of the 
bank-note is maintained, the notes in the hands of the 
public at large, no less than the notes held by private 
bankers, are vouchers for bullion, and may be con¬ 
verted into coin upon demand, and therefore cannot, 
according to the language and reasoning of the re¬ 
viewer, form part of the circulation. 

Mr. Danson, one of the most able, and, at the same 

time, one of the most candid opponents of the Act of 
1844, has given, in a paper published in the Journal 

of the Statistical Society, elaborate tables and diagrams, 
for the purpose of showing that the Act has not pro¬ 
duced the intended elfect of causing the amount of 
Bank of England notes in circulation to fluctuate with 
the amount of bullion in the Bank. He “ obtains the 
“ amount of the circulation by deducting from the 
“ notes issued by the Issue Department the notes 
“ retained in the Banking Department, and adding 
“ to the remainder the seven days’ billsand he 
succeeds in proving that, when thus obtained, the 
circulation has not fluctuated with the bullion. Mr. 
Danson, however, has the candour to admit that “ the 
“ separation of the Issue Department from the Bank- 
“ ing Department appears to have been intended to 
“ place the latter in the same position, in reference to 
“ the Issue Department, as any other establishment in 
“ London that the separation of functions “ seems 
“ fairlv to include the idea that the notes in the 
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“ drawers of the department of banking are as much 
“ in circulation as though they were in those of any 
“ other bank;” and that, “ if the word circulation be 

“ used in this sense, the question whether the circula- 
“ tion has fluctuated with the bullion must, of course, 

“be answered in the affirmative.” 
It has been pertinaciously urged as an objection to 

the Bill, that it was brought forward as a sovereign 
specific against the vicissitudes of commercial credit; 
that the predictions of its advocates have been falsified 
by the result; and that, regarded as a means of pre¬ 
venting reckless speculation and monetary pressure, 
the measure has signally failed. This objection pro¬ 
ceeds upon a false assumption : it is altogether irrele¬ 
vant. It has not the remotest bearing on the question 
at issue. Had the over-sanguine advocates of the Act 
supported it upon the grounds that it was to rectify 
the irregularities of the seasons, and the miscalcula¬ 

tions of commercial adventure, the failure of the pre¬ 
dicted miracle would have proved, not that the Act 
itself had been a failure, but that its too sanguine 
promoters had over-estimated its possible effects. But 
the promoters of the Act carefully guarded themselves 
from this species of error. They supported the mea¬ 
sure on the ground that its effects would be, to secure 

the convertibility of the bank-note, to maintain the 
circulation at the same level, as regards its amount 
and its value, to which a metallic circulation would 
conform; and thus to prevent the occurrence of com¬ 
mercial revulsions and monetary pressure greater than 
those which would recur were the circulation wholly 
metallic. That the intentions and the expectations of 
the promoters of the Act were thus limited, was (as 

T 
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has been already shown) most distinctly stated by Sir 
Charles Wood and by Lord Overstone, and was also 
clearly explained by Mr. Raikes Currie, in his able 
speech in support of the Bill. 

It cannot but be matter of surprise, that in the face 
of these explicit statements of the leading promoters 
of the Act of 1844, a writer so intelligent and so 
candid as Mr. Danson should have so entirely miscon¬ 
ceived the object of that measure, and the nature of 
its operation, as to contend that the Act must be re¬ 
garded as a failure, because it failed to prevent the 
excessive railway speculations. After entering into 
details which prove that, including all the schemes in 
which scrip or letters of allotment were actually sell¬ 
ing in the market at a premium in July, September, 
and August, 1845, and the sums for the raising of 
which for railways alone cannot be estimated at less 
than 500,000,000/., and showing, by a reference to 
the Bank Returns, that during those months in which 

the purchases and sales of railway property were 
most numerous and extensive—while everybody was 
buying and selling shares—that portion of the circu¬ 
lating medium which consisted of Bank of England 
notes was very slightly if at all increased, and that it 
reached its greatest amount when the prices of shares 
were lowest—when everybody had ceased to specu¬ 
late, and the number and amount of transactions were 
reduced to the lowest point by discredit—Mr. Danson 
deduces the following conclusion from the array of 
facts and figures thus laboriously presented :— 

“ It seems to follow, either that an increase in the 
“ amount of the circulating medium is not necessary 

“ to support the most extensive speculations, or that 
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“ the amount of Bank of England notes in circulation 

“ affords no index to the amount of the circulating 
“ medium ; either of which conclusions is, of course, 
“ fatal to the theory on which the Act of 1844 is 
“ founded.’ ’ 

Now, neither of these conclusions is fatal to the 
theory on which the Act is founded. They are both 

in conformity with it. The theory on which the Act 
is founded is, that a currency, consisting of coin and 
convertible notes, should be made to correspond in 
amount and value to a purely metallic currency. Mr. 
Danson falls into a complete misconception when he 
assumes that it is part of this theory that an increase 
of circulating medium is necessary in order to sup¬ 
port an increase of speculation, and that the amount 

of the Bank of England notes in circulation is an 
index to the amount of the circulating medium. 

Under currencies purely metallic, the most extensive 
speculations have been supported without any increase 

of the circulating medium, while the amount of the 
coin in circulation has afforded no index to the amount 
of the various forms of credit by which currency is 
economized. It follows as a necessary consequence, 
that under a mixed currency of coin and convertible 

notes, regulated on the metallic principle, an increase 
in the circulating medium is not necessary to increased 
speculation, and that the amount of Bank of England 

notes in circulation is no index to the amount 
of the circulating medium. These conclusions are 

verified by facts. In Hamburgh, where the whole of 
the Bank circulation is issued upon bullion, and where 

no increase of that circulation can be effected, except 
through an influx of treasure, over-trading and ruinous 

t 2 
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speculation have not unfrequently occurred. As it 
was not the object of the Act of 1844 to render our 
currency more perfect, as regards uniformity of 
amount and value, than a purely metallic currency, 
so it could have been no object of that measure to 

prevent those excessive speculations of which a purely 
metallic currency cannot operate as a preventive. 

The following passage from a publication by Mr. 
•Norman, in which the most enlightened views on 
currency and banking are enunciated, will convince 
Mr. Danson that it was not the object, and that it 

could not by possibility have been • the effect, of the 
Act of 1844, to prevent extravagant and excessive 
speculation:— 

“ Lord Overstone well observes, that in examining 
“ what we are in the habit of calling the state of trade, 
“ we find it subject to certain conditions which are 
“ periodically returning; it revolves apparently in an 
“ established cycle. First we find it in a state of 
“ quiescence—next improvement—growing confidence 
“ —prosperity—excitement —over-trading — convul- 
“ sion—pressure —stagnation—distress—ending again 

“ in quiescence. Now this established cycle will be 
“ found in countries like France or Holland, before 
“ the Revolution, in both of which the currency for 
“ practical purposes may be considered as metallic, 
“ with its conditions as plainly, if not as strongly, 
“ marked as in England or America. Experience 
“ shows us, that in such countries, and during periods 
“ when no variation in the value of gold and silver 
“ was suspected, mercantile excitement and a spirit 
u of wild speculation have nevertheless appeared 

“ occasionally with all their attendant mischiefs; and 
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“ there were so many causes pointing this way in 
“ operation previously to the panic of 1825 and our 
“ late disaster, that no rational doubt can be entcr- 
“ tained, but that had no such thing as a bank-note 
“ then existed in England, the years 1825, 1826, and 

“ 1837, would still have brought with them a nume- 
“ rous train of mercantile disasters. At the time 
“ of the South Sea bubble the Bank of England cir- 
“ culation was very small, and increased slowly, and 
“ that of other issuers was in its infancy, yet the in- 
“ fatuation which then prevailed far surpassed what 
“ has been seen in our days.” * 

The writer in the Quarterly Review, while adopting 

all the misconceptions and fallacies of Mr. Danson, 

falls into others peculiarly his own. He contends, 
that if the theory regarding the issue of bank-notes 

upon which the Act of 1844 has been founded be 
correct, “the following results ought to be palpable 

“ on the evidence — 
“ 1. That with greater population and greater trade, 

“ and consequently a greater number of applicants at 
“ the banker’s counter, there ought to be a greater 
“ amount of circulation. 2. That with more issuing 
“ banks, there ought to be more issue. 3. That in a 

“ country abounding with banking facilities, the quan- 
“ tity of circulation ought strikingly to exceed that 

“ which obtains amongst a people possessing a less per- 
“ feet and less extended system of banking institutions. 

“ 4. That in the same country, the distribution of the 
“ great masses of circulation ought to be coincident 
“ with the districts of greatest population, the most 

, “ extensive trade, and the most adventurous activity.” 

* Currency and Banking, p. 39. 
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The Reviewer then proceeds through several pages 

to show, that these several results have never been 
realized, and then exultingly infers from their non¬ 
existence, which he certainly succeeds in establishing, 
that the doctrine upon which the Act is founded is in 
great jeopardy. Now if the Reviewer had been 
familiar with the most obvious principles of monetary 
science, he would have seen that the results, the ex¬ 
istence of which he affirms to be essential to the 
soundness of the principle of currency on which the 
Act is founded, and the non-existence of which, ac¬ 
cording to his process of reasoning, is fatal to that 
measure, could not by possibility occur under any 
system of currency whatever. Whether the currency 
be well or ill regulated—whether it be convertible or 
inconvertible, or wholly metallic—-the amount required 
to effect a given number and extent of transactions 
must necessarily diminish as banking facilities increase. 
On this point the Reviewer gives ample evidence 
against himself. He tells us, that “the tendency of 
“ every progressive step in the career of a commercial 
“ people is to place them more and more above the 

“ influences of variations in the amount of their circu- 
“ lating medium that “ their system of credit, and 
“ their resources and facilities of capital first econo- 
“ mize and then almost entirely supersede the ordinary 
“ functions of money, except for the purpose of retail 
“trade and the payment of wagesthat “transac- 
“ tions which originally could not be settled without 
“ the intervention of coin, come by and by to be 

“ liquidated by bank-notes;” that “ the use of these 

“ notes is found to involve a needless amount of 
“ trouble and risk, the whole of which may be safely 
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“ and satisfactorily avoided by a cheque;” and that 

“ through the medium of the banker’s clearing-house, 
“ the cheques so created are cancelled daily to a per- 

“ fectly astounding extent by' the exchange of the 
“ veriest fraction of the circulating formula.”—p. 232. 

It follows as a necessary consequence from the facts 
thus clearly and correctly stated, that upon the prin¬ 
ciple upon which the Act of 1844 is founded, namely, 
that of causing the currency to vary in amount and in 

value as a purely metallic currency would vary, results 
directly the reverse of those affirmed by the Reviewer 

ought to be palpable on the face of the evidence—that 
with greater population and greater trade, and conse¬ 

quently a greater number of applications at the 
banker’s counter, there ought to be a less amount of 

circulation ; that with more issuing banks there ought 

to be less issue; that in a country abounding with 
banking facilities, that is, with the means of econo¬ 
mizing the use of money or circulation, the quantity 
of circulation ought strikingly to fall short of that 
which obtains among a people possessing a less perfect 
and less extended system of banking institutions ; and 
that in the same country, the distribution of the least 

masses of circulation ought to be coincident with the 
districts of the greatest population, the most extensive 
trade, and the most adventurous activity. 

The inconsistencies of the Reviewer became still 
more conspicuous when he proceeds to support a 
singular fallacy advanced by Mr. Tooke, and subse¬ 
quently adopted by Mr. Fullarton—that the separation 
of functions weakens the position of the Bank, and 
may cause the insolvency of the department of 
banking, while the department of issue holas an 
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abundant reserve of treasure. A brief explanation 
may be requisite in order to present the nature of 
Mr. Tooke’s objection distinctly before our readers. 
Under the former law, the Bank could provide for the 
drafts of its depositors by new issues of paper money, 
and was therefore enabled to re-advance the whole of 
its deposits upon securities, the reserve of bullion 
being equally applicable to the payment of its notes 
and the repayment of its deposits. Under the present 
law, the whole of the reserve of bullion against which 
notes are issued, is held by the department of issue 
for the sole and exclusive purpose of securing the con¬ 
vertibility of the note circulation ; and consequently 
the department of banking is, in common with all 
other banking establishment, prevented from re¬ 
advancing the whole of its deposits upon securities, 
and compelled to retain a portion of them as a cash 
reserve in coin or notes for meeting the demands of 
its customers. This alteration of the law Mr. Tookc 
regards as endangering the stability of the Bank ; and 
the Reviewer advances the following argument in sup¬ 
port of Mr. Tooke’s objection :— 

“It is important to impress upon our readers the 
“ real nature of the alteration effected in the condition 
“ of the Bank by the separation of departments. The 
“ issue department is literally a piece of mechanism ; 
“ it has no discretion: its whole business consists in 
“ giving notes for gold and gold for notes. Consider, 
“ for example, the state of the Bank funds on the 15th 
“ May, 1847. On that day the issue department held 
“ 5,174,000/. of treasure against a circulation (ex facie) 

“ of 19,174,000/. So long, therefore, as the circulation 
“ remains above 14,000,000/., and the integrity of the 
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“ issue department is preserved, the notes will be 
“ strictly convertible. On the same day (May 15th) 
“ the banking department held a cash reserve in gold 

“ and silver of 4,695,782/. against a gross total of 
“ liabilities amounting to 31,907,000/. If, therefore, 

“ by some disastrous conjuncture of events, a panic 
“ should seize the depositors, and claims to the extent 
“ of 5,000,000/. should be simultaneously presented at 
“ the counter of the banking department, the conse- 
“ quences are obvious : that division of the Bank must 
“ suspend payment, notwithstanding that in the next 
“ room there might be a hoard of gold reaching upwards 
“ of 5,000,000/. This certainly would be a climax of 
“ the most extreme absurdity.” 

It is difficult to select appropriate terms in dealing 
with this extraordinary statement. It would seem to 
contain something very like a falsification of the Bank 

returns. According to these returns, as published in 
the “ Gazette ” for the 15th of May, 1847, the bullion 
in the issue department was not 5,174,000/., but 
8,967,000/.; and the circulation not 19,174,000/., but 
22,967,000/.; while, in the banking department, the 
cash reserve was not 4,695,700/. in gold and silver, 
but 902,000/. in gold and silver, and 3,793,000/. in 
notes, against liabilities amounting, not to 31,907,000/., 

but to 13,894,000/., and consisting of 13,070,000/. of 
deposits, and 824,000/. of seven days’ bills. The 
conclusions of the Reviewer are as worthless as his 
facts. Had a concurrence of disastrous events in 
May, 1847, created a panic amongst the depositors, 
and caused a simultaneous demand upon the banking 

department of 5,000,000/., it would not, as he errone¬ 
ously infers, have been compelled to suspend payment. 
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Holding a reserve to the amount of 4,695,000/., and 
private securities alone to the amount of 16,000,000/., 
the directors would have met the demand by a sale of 
securities to the amount of 400,000/. On the liquida¬ 
tion of this demand, the liabilities would have been 
reduced from 13,894,000/. to 8,894,000/., and therefore 
a further diminution of securities to the extent of 
3,000,000/. would have restored the reserve to one- 
third of the liabilities, and have thus replaced the 
department of banking in its former state of security. 
Let us recur to the conclusions presented by the 

Reviewer. He says— 
“Setting extreme cases out of the question, it is 

“ perfectly plain that the policy of the directors must 
“ be guided almost solely by the fluctuations of the 
“ reserve. On the adequacy of the reserve to meet all 
“ the daily exigencies of the office depends the preser- 
“ vation of the character, and to a great extent the 
“ existence of the whole establishment. Whenever 
“ the amount of that reserve descends to a point which 
“ endangers, or has the appearance of endangering, 

“ the prompt fulfilment of the Bank’s engagements, 
“ the latitude of their discretion is reduced to a very 
“ simple alternative. They must either make a most 
“ signal sacrifice of themselves and their constituents, 
“ or, utterly regardless of the destruction which may 
“ be overtaking the commercial interests of the 
“ country, they must inexorably enforce a rigid system 
“ of limitation and denial to all the applications of 
“ borrowers. Nor could there possibly be any miti- 
“ gation of this state of things, even if the amount of 

“ bullion in the two departments was not ten, but 
“ fifty millions. The controlling and vital point is, 
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“ the separate amount of the banking reserve. The 

“ directors are chained to the necessity of regulating 
“ their measures by that reserve; and however they 
“ may covet the superabundant treasures which choke 
“ the solitary vaults of the department of issue, their 

“ wishes and their regrets will be as ineffectual as if 
“ the money was in the Bank of Pekin instead of in 
“ the Bank of England.” * 

Let us test the principles of the Reviewer, moral 
and economical, by applying them to the case of a 
private bank in Lombard-street. We will suppose 
that the capital of the firm is 300,000/.; that its 
deposits also amount to 300,000/.; that the capital 
and two-thirds of the deposits are invested in Govern¬ 
ment securities, and in the discount of commercial 
bills; and that the remaining one-third of the deposits 

is retained in the coffers of the bank to meet the 
demands of the depositors. Persons not initiated in 
the new principles of monetary science discovered by 
Mr. Tooke, might think that this was a tolerably 
strong bank, and one which might conduct its business 
with considerable advantage and perfect security. 
But not so the Reviewer. The partners would be 
chained to the hard necessity of regulating their 
measures by their cash reserve. Whenever the 
amount of that reserve descended to a point which 

endangered, or had the appearance of endangering, 
the perfect fulfilment of their engagements, the latitude 
of their discretion would be reduced to a very simple 
alternative. They must either make a signal sacrifice 
of themselves, or, utterly regardless of the destruction 
which might be overtaking their customers, they must 

* P. 260. 
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inexorably enforce a rigid system of limitation and 
denial to all the applications of borrowers. Should 
the customers who had deposited 300,000/. in their 
hands, draw out 100,000/., being the amount of the 
reserve, it would be quite impossible for the partners 
to replenish their coffers by selling out any portions of 
their available securities, amounting to 500,000/. 
They would be compelled to stop payment, although 
there might be cash in the drawers of the bank next 
door, to the extent of 150,000/.; and, however they 

might covet their neighbour’s superabundant treasure, 
the barbarous severity of the law would prevent them 
from breaking open his strong box, under the penalty 
of transportation for life to Norfolk Island or Yan 
Diemen’s Land. 

We cannot but think that the Reviewer would him¬ 
self admit that his argument would be utterly absurd 
if applied to the transactions of a private bank of 
deposit and discount. And yet the absurdity is in 
reality increased an hundredfold when the argument 
is applied to the banking department of the Bank of 

England. The Reviewer admits, in express terms, 
that the Act of 1844 places the banking department 
upon the same footing, in every respect, with a pri¬ 
vate bank of deposit and discount; and by the official 
accounts to which the Reviewer himself refers, the 
banking department had, on the 15th May, 1847, 
exclusive of the proprietors’ capital of 14,553,000/., 
available assets in rest, securities, and reserve to the 
amount of 29,920,000/.; while the liability on account 
of deposits and seven days’ bills amounted to no more 
than 13,894,000/. And yet the Reviewer contends 
that this great establishment, while holding immedi- 
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ately available assets exceeding its liabilities by more 
than two-fold, and amounting to 29,920,000/., would 

have stopped payment had its depositors simultane¬ 
ously withdrawn 5,000,000/. from its coffers. Did it 
never occur to the Reviewer, that had deposits 
amounting to 5,000,000/. been withdrawn, it would 
have been the duty of the directors, as well in rela¬ 
tion to the safety of their own establishment as to 
their power of affording commercial accommodation, 
to have sold a sufficient amount of securities to restore 
the reserve to a safe proportion to the liabilities ? 
Was he unable to perceive that by disposing of 
5,000,000/. out of their 7,565,000/. of public secu¬ 
rities, their reserve would have remained undimi¬ 
nished, while their liabilities were diminished by 
the 5,000,000/. withdrawn by their depositors, and 
that they would have been thus placed in a more 
secure position than before, and might have conse¬ 
quently increased, rather than diminished, their ac¬ 
commodation to the public ? On the adequacy of the 
reserve, and on the sufficiency of their securities for 
replacing it as circumstances may require, must no 
doubt depend the preservation of the character, and 
to the fullest extent the existence, of every banking 
establishment. The propriety and necessity of this 
is obvious; and if the Reviewer complains that the 
banking department of the Bank of England is sub¬ 
jected to this necessity, and contends that it ought to 
be exempted from it, let him show upon what rational 
grounds such exemption can be claimed, or by what 
means it could, if granted, be rendered consistent with 
the sound management of the banking department, 
or with the security that is due to the public. The 



286 THE TOOKEAN THEORY. 

doctrine emanates from a most imperfect perception 
of the true principles of banking; and when clearly 
stated, its absurdity becomes at once apparent. 

Again,—the Reviewer admits that the Government 
debt of 11,015,000/., with 2,984,900/. of public secu¬ 
rities, and the whole of the bullion on which notes 
might be issued, were appropriated by the Act as a 
security to the public for the immediate convertibility 
of the circulation, and were confided to the issue 
department, in order that they might be applied to 
that specific purpose. He further admits, that the 
treasury of the banking department is placed in pre¬ 
cisely the same position as the treasury of any of the 
banking-houses in Lombard-street, and can only ob¬ 
tain gold by presenting notes; and he still further 
admits, that this appropriation of the bullion has 
conferred on the public the important advantage of 
securing the convertibility of the circulation in a 
greater degree than was attainable under the former 
law. Nevertheless the Reviewer, after thus amply 
admitting that the bullion in the issue department is 
the property, not of the Bank, but of the public, 
would persuade the directors that they are hardly 
dealt with, by being obliged to meet the demands of 
their depositors, by disposing of a portion of their 
securities, instead of being allowed to swell their 
dividends by appropriating the public treasure to 
their private uses. 

The opponents of the Act of 1844 involve them¬ 

selves in perpetual inconsistencies and contradictions. 
They object to the measure because it is too stringent, 
and because it is not stringent enough; because it 
does too much, and because it does too little. While 



PRACTICAL OBJECTIONS ANSWERED. 2S7 

urging that the banking department is placed in an 
objectionable and dangerous position by being with¬ 
held from meeting the demands of its depositors, 
either by a creation of additional notes or by appro¬ 
priating the public treasure lodged in the issue depart¬ 
ment, they at the same time contend that the restric¬ 
tions imposed upon the banking department are 
insufficient to withhold the directors from dealing 
with their deposits and discounts as they may think 
proper. Mr. Fullarton goes the length of contending 
that the Act must be inoperative, because it does not 
regulate the banking business of all the banking esta¬ 
blishments of the United Kingdom, and imposes no 
limitation on the amount of bills of exchange, the 
transactions of the clearing-house, and all the various 
forms of credit by means of which exchanges are 
effected without the intervention of money, in the first 
stage, and ultimately adjusted through the use of a 
much smaller amount of money than would otherwise 
have been required. After entering into a prolix 
dissertation, for the purpose of showing that bank¬ 
notes are nothing more than a form of credit, and that 
their agency in effecting purchases and influencing 
prices is altogether insignificant as compared with that 
of the other forms of credit, by means of which, in an 
active commercial country, the transference of pro¬ 
perty is effected, he sums up his argument in the 
following peroration:— 

“ And now, if this state of circumstances, which I 
“ have been endeavouring to explain and illustrate, 
“ be not a dream or a fiction,—if it be true that the 
“ redundance of the circulating medium can only 
“ operate on prices, and through prices on exchanges, 
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44 by means of the additional facilities which it is 
“ supposed to afford to transactions of purchase and 
44 sale, and the consequent augmented demand for 
4 4 commodities; if, further, it be an undeniable fact, 
4 4 that nine-tenths, or some other very large proportion, 
44 of all the transactions of purchase and sale which take 
44 place in the kingdom are adjusted without the inter- 
44 vention of money, properly so called, at all, and by 
44 the use of other expedients of credit than bank- 
4‘ notes; and if, lastly, the supply of some of those 
44 expedients of credit is increasing and inexhaustible, 
44 utterly beyond the reach of legal restraint, and 
44 never denied to any one who has occasion to use 
44 them and value to give for them, stronger evidence 
44 surely cannot well be desired or imagined of the 
44 utter hopelessness of any attempt to control those 
44 purchases and sales, or the fluctuations of value 
44 which they engender, by any officious tampering 
44 with the free supply of so comparatively insignifi- 
44 cant a portion of the whole mass of circulating 
44 credit as the bank-notes, and that portion the least 

44 of any in affinity with those great operations of 
44 trade by which the course of prices and exchanges 
44 is really directed. I am not sensible of having 
44 exaggerated any circumstance in this picture. But 
44 let every possible exaggeration, alleged or sus- 
44 pected, be allowed for, and the end which you 

44 propose will still be found far out of the compass of 
44 your means. Bank-notes are the small change of 
44 credit, the humblest of the mechanical organizations 
44 through which credit develops itself. And to think 
44 of effectually shackling the energies or curbing the 
44 excesses of that gigantic power, by merely crippling 
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“ a little the movements of this its inferior member, 
“ is much the same as if Parliament, in one of those 
“ fits of legislative mania to which the times appear 
“ so encouraging, were, by way of laying a sumptuary 
“ restraint on the too free indulgence of gin and 
“ tobacco, to propose a curtailment of the small 
“ coinage of sixpences, halfpence, and farthings, with 
“ which the consumers of those luxuries are in the 
‘‘ habit of defraying their pot-house reckonings. The 
“ results in both cases would probably be the same; 
“ nor would the legislature be likely to find the gin- 

“ drinkers and tobacco-smokers more tractable subjects 
“ of experiment than the speculators on the Royal 
“ Exchange. There would not, in the long run, be 
“ consumed one gallon of gin nor one roll of tobacco 
“ less. When men have commodities to exchange, or 
“ credit to exchange for commodities, you do not pre- 
“ vent such exchanges by denying them a safe and 
“ convenient medium for the traffic, you only force 
“ them to invent for themselves some expedient less 
“ safe and less convenient.”—Regulation of Currencies, 

pp. 50, 51. 
This irrelevant declamation may be disposed of by 

proposing two simple questions. The regulations of 
the Mint are adopted for the purpose of so regulating 
the metallic currency that it shall be of standard 
weight and fineness. Are the regulations of the Mint 
abortive because they do not fix the amount of busi¬ 
ness which bankers and bill-brokers may be permitted 
to transact ? The provisions of the Act of 1844 were 
adopted for the purpose of so regulating the paper 
currency' as to secure its immediate convertibility into 
standard coin; can their failure to fulfil this purpose 

u 
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be inferred from the fact, that they do not limit the 
amount of cheques which may be exchanged at the 
clearing-house ? According to Mr. Fullarton’s pro¬ 
cess of ratiocination, it is futile to effect a beneficial 
object, because it would be impossible to effect some 
other object which, if effected, would be pernicious. 
The reader has only to keep steadily before him this 
consideration, viz.,—that the Act of 1844 is directed 
to one object only,—that of keeping the bank-notes at 
all times equivalent to what metallic money would 
otherwise be; to subject them to the same variation, 
and maintain them at the same amount, and he will at 
once perceive that all these objections of Mr. Fullarton 
are completely wide of the subject, because they are 
equally applicable to a metallic circulation, as to a 
bank-note circulation. 

Mr. Danson, although a more close and consistent 
reasoner than Mr. Fullarton, vet falls into a similar 
misconception regarding the object of the Act, and 
the inadequacy of its provisions to impose a sufficient 
limitation on the discretion of the Bank. He tells 

us— 
“It was an avowed purpose of the Act to prevent 

“ the Bank being again placed in certain positions 
“ undoubtedly dangerous, in which she has stood in 
“ times past, and into which she has been brought, as 
“ has been asserted, through the want of a due care 
“ in the exercise of the discretionary power intrusted 
“ to her before the passing of the Act. The Act pur- 
“ ports to cure the evil by taking from her the power 
“ she has misused. But if the circulation which it is 
“ the purport of the Act to make fluctuate with the 
“ bullion, includes every note out of the issue depart- 
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“ ment, it requires but little examination to show, 
“ that the scope still left to the voluntary operations 
“ of the Bank is wide enough to enable its managers 
“ to place the establishment in a position quite as 
“ improper, in reference to the maintenance of its 
“ credit, as any it has occupied during the period 
“ from which the instances of mismanagement most 
“ commonly adduced have been drawn.” 

In this passage Mr. Danson falls into the miscon¬ 
ception of supposing that it was the object of the Act 
to regulate the business of the banking department. 
But this, as has been repeatedly shown, was no object 
of the Act. It placed the banking department of 
the Bank of England on the footing of a private bank 
of deposit and discount. It did not pretend to give 
the Bank Directors lessons on the rules of legitimate 
banking. It gave them credit for so much discretion 
as might enable them to conduct their business upon 
the principles to which every prudent private banker 
finds it indispensably necessary to conform. A pri¬ 
vate banker may mismanage his affairs by overtrading, 
and by increasing his liabilities beyond their proper 
ratio to his reserve; and this mismanagement of that 
portion of the circulation which the extent of his 
business may enable him to command, will have 
some effect in deranging the money-market. In like 
manner, the directors of the Bank of England may 
mismanage, and have mismanaged, their affairs, by 
discounting too largely at one period, and by placing 
themselves under the necessity of recruiting their 
reserve by refusing accommodation at another; and 
this mismanagement of the very large portion of the 
circulation commanded by the Bank of England may 

u 2 
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create, as it has created, a derangement of the money- 
market, strictly analogous in kind, but beyond com¬ 
parison, greater in degree, than the derangement which 
could result from the mismanagement of the compara¬ 
tively unimportant portion of the circulation com¬ 
manded by a private banker. Mr. Danson has not 
fallen into the extraordinary misconception of object¬ 
ing to the Act of 1844 on the ground that it does 
not interfere with the banking business of a private 
banker; yet he falls into a misconception quite as 
extraordinary when he objects to the Act upon the 
ground that it does not regulate the banking business 
of the banking department of the Bank of England. 
Mr. Danson appears to be blinded by the ambiguity 
of the word “ bank.” The Act undertook to put the 
Bank of England under effectual restraint as a bank 
of issue, and it has done this. It did not pretend to 
regulate the Bank as a bank of deposit and discount. 
Mr. Danson could not have fallen into his strange 
misconceptions regarding the object of the Act, had 
he adverted to the distinct and unmistakeable state¬ 
ment made by Sir Robert Peel, in introducing the 
measure to Parliament—“ With respect to the banking 
u department of the Bank, I propose that it shall be 
“ governed on precisely the same principles as would 
“ regulate any other body dealing with Bank of Eng- 
“ land notes.”—Speech of Sir Robert Peel, pp. 36, 37. 

To objections analogous to that urged by Mr. Dan¬ 
son, a silencing answer may be given in the words of 
one of the most eminent and accurate thinkers of the 
age—the author of “An Essay on the Formation of 
“ Opinion,” and of a “ Dissertation on the Nature, 
“ Causes, and Measures of Value.” 
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“ If the country banks have erred at all, it has not 
“ been in their conduct as banks of issue, but in their 
“ conduct as banks for discounts and loans, a matter 
“ altogether different and distinct, with which the 
“ legislature has no more to do than with rash specu- 
“ lations in corn or cotton, or improvident shipments 
“ to China or Australia. 

“ These two things are often confounded, and many 
“ of the evils which have been attributed to misma- 
“ nagement of the circulation, to improper and exces 
“ sive expansions and contractions, have in reality 
“ proceeded from improper discounts and loans— 
“ transactions which would take place under any sys- 
u tem whatever, and the evils of which can be remedied 
“ only by a progress in intelligence. On this distinc- 
“ tion, indeed, being properly understood and kept in 
“ view, will depend, in a great measure, the wisdom of 
“ any decision which may be come to relative to the 
“ great question of a single bank or a multiplicity of 
“ banks of issue. 

“ No one would be mad enough to attempt to inter- 
“ fere in any way with the management of establish- 
“ ments for borrowing and lending money, and yet it 
“ is not too much to say that in that character banks 
“ are of far greater importance to the community than 
“ the other; that they produce far more extensive 
“ consequences by the regulation of their loans than 
“ they can produce by any fluctuations which they 
“ have the power of effecting as banks of issue, so 
“ long as their paper is convertible. Whatever ar- 
“ rangements, consequently, are adopted in regard to 
“ the currency, the principal sources of good and evil 
“ in the system of banking will continue. 
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“ Supposing country issues to be suppressed, and 
“ no paper but that of one single issuer to be allowed, 
“ the banks would still be at liberty to make any 
“ loans they might think proper. All the effects, 
“ whether good or bad, produced on the commerce of 
“ the country by banking institutions would remain, 
“ except those which are specifically occasioned by 
“ local paper. Banks properly conducted would then 
“ be of the highest service to commerce, as they are 
“ now, while banks improperly conducted, making 
“ immoderate and unwarrantable advances for impro- 
“ vident undertakings, and risking their money on 
“ hazardous or worthless securities, would bring great 
“ evils both on themselves and on the community, just 
“ like any other mercantile establishments in the 
“ hands of bad managers. 

“ It is necessary, therefore, in order to arrive at 
“ sound conclusions on the questions before us, not to 
“ mix up the benefits and evils of the trade of bor- 
“ rowing and lending capital with the specific effects 
“ of issuing promissory notes. 

“ If we would form a proper judgment of the com- 
“ petency of any banks of issue whatever to perform 
“ their functions, we must endeavour to attain definite 
“ views of the peculiar advantages and disadvantages 
“ of that sort of currency which they circulate. 

“ What, then, are the specific effects of a paper 
“ currency ? What are the resulting advantages and 
“ disadvantages to the community, and what are the 
“ institutions best adapted to secure and properly dis- 
“ tribute the one and to avoid the other ? 

“ A few brief hints in answer to these questions are 
“ all that can be here offered to the reader. 
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“ Every one must see, on reflection, that there are 
“ two advantages resulting from what may be termed 
“ a credit-note currency such as ours—the convenience 
“ arising from its form and the saving of capital. 

“ The former advantage would be as effectually 
“ attained if every note were the representative of 
“ an actual quantity of gold in deposit; or, in other 
“ words, if notes were not issued to a greater amount 
“ than the coin or bullion lodged in the bank which 
“ issued them. For the sake of distinctness in the 
“ present discussion, let these be called bullion-notes. 

“ The latter advantage, viz., the saving of capital, 
“ depends on notes being issued to a greater amount 
“ than the bullion held in deposit, and it is important 
“ to remark that it is the sole peculiar advantage neces- 
“ sarily attending such a currency.”—Defence of Joint- 

Stock Banks, p. 85. 
The opponents of the Act of 1844 contend that it 

must prove futile and inoperative; because, while it 
provides for the convertibility of the note circulation, 
it does not provide for the convertibility of deposits, 
book credits, and all the other instruments of exchange 
by which the note circulation is economized. Mr. 
Danson, who is much superior to his leaders in dis¬ 
tinctness and precision, states this objection in the 
following terms:—“ It is well known that bills may 
“ be discounted, and liabilities to pay in gold upon 
“ demand be incurred, by the granting of deposit cre- 
“ dits, as readily and effectually as by the issue of 
“ bank-notes; and that such credits may be used 
“ more conveniently, and quite as effectually, by way 
“ of transfer of one account from another, as by draw- 
“ ing out notes or coin. And thus the Act of 1844, 
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“ though it effectually provides for the payment in 
“ gold of every note issued to the public in excess of 
“ 14,000,000/., only provides for a portion of the 
“ liabilities of the Bank to pay in gold on demand, 
“ and a portion, too, which may sometimes, at the will 
“ of the Bank, become the smallest.” * 

This objection to the Act involves a distinct affir¬ 
mation that it has accomplished its object. It 
“ effectually provides for the payment in gold of every 
“ note issued to the public in excess of 14,000,000/.” 
Now, as the notes in excess of the 14,000,000/. issued 
upon securities have never, even under a destruction 
of floating capital greater than had ever before been 
experienced, been less than 6,000,000/., it follows as 
a necessary inference that, in providing for the main¬ 
tenance of a reserve of bullion equal to the excess of 
notes above 14,000,000/. issued upon securities, the 
convertibility of the whole note circulation would be 
as effectually secured as if the whole were issued 

• upon bullion actually in deposit. This objection, like 
most of the others urged by the same parties, refutes 
itself. Its logic, when fairly analyzed, amounts to 
this:—“ The Act has effectually secured its object, 
“ but it has not secured the object which it was in- 
“ tended to secure, because it has not secured another 
“ object which it was not intended to secure.” Ail 
banking liabilities, however incurred, whether by the 
Bank of England or by other banks, are sufficiently 
discharged by the payment of bank-notes. It is the 
duty of every banking concern, and in that its good 
or bad management consists, to be at all times pro¬ 
vided with the means by which it can thus discharge 

* Accounts of the Bank of England, p. 19. 
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its liabilities by the payment of bank-notes. Thus 
far the duty of meeting its own liabilities devolves 
upon each separate establishment. The subsequent 
duty of providing for the convertibility of the notes 
thus paid away by the banks, devolves upon the 
public; that is, upon the Government. And this 
duty, the only one which legislation has properly to 
deal with, Mr. Danson admits has been effectually 
provided for by the Act of 1844. 

The utter inconsistency of the opponents of the Act 
in urging this objection may be shown in another way. 
While they contend that the Act is futile and ineffec¬ 
tual, because it does not attempt to provide for the 
convertibility of bills of exchange, deposits, and book- 
credits, all of which, by a strange departure from 
established usage, they include under the term “ cir- 
“ culation,” they do not themselves propose that the 
test of convertibility should be applied to these auxi¬ 
liary instruments of exchange. They are the most 
strenuous advocates for the test of convertibility, but 
they apply the test to bank-notes only, and not to the 
so-called more important part of the circulation. The v 
distinction, therefore, is one sanctioned by themselves. 
The Act of 1844 does nothing more than provide the 
means of securing convertibility, and is applicable 
only to that part of the medium of exchange to which 
the test of convertibility is applied. Do the opponents 
of the Act apply that test to the various instruments 
by which the circulation is economized ? Do they 
apply it to the 30,000,000/. of deposits in the banks 
of Scotland; to the 132,000,000/. of bills of exchange 
which Mr. Tooke informs us are in circulation at one 
time throughout the country, or to the 954,000,000/. 
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of cheques and bills which are adjusted in a single 
year through the clearing-house in London ? Quite 
the contrary. Mr. Tooke’s plan for the regulation of 
the currency, which Mr. Fullarton regards as the best 
which has hitherto been devised, is, that there shall 
be held in the Bank of England an average amount of 
8,000,000/. of bullion, exclusively applicable to the 
convertibility of the bank-note circulation ; while Mr. 
Wilson proposes that the amount of bullion main¬ 
tained under the existing law shall be increased by 
10,000,000/., not for the purpose of providing for the 
convertibility of deposits and bills of exchange, but 
for the express and exclusive purpose of securing the 
convertibility of an additional issue of 30,000,000/. of 
one-pound notes. And these are the parties who, with 
an inconsistency which, had it not been actually exhi¬ 
bited, could not have been believed, object to the Act 
of 1844. In all the arrangements which they propose 
for the better regulation of the currency, they limit 
the test of convertibility to the bank-note, and they 
object to the Act because it limits that test as they 
themselves would limit it. They call the Act inef¬ 
fectual and foolish, because it does what they propose 
to do. They argue against—they stultify themselves 
when they object to a measure which secures the ob¬ 
ject they are most desirous to secure, because it does 
not include within its operation things which, upon 
their own showing, ought not to be included in its 
operation. 
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CHAPTER VI. 

CRITICAL EXAMINATION OF MR. J. S. MILL’S CHAPTER ON 
THE REGULATION OF A CONVERTIBLE PAPER CUR¬ 
RENCY. 

Mr. Mill devotes this chapter to the theory and 
practical operation of Sir Robert Peel’s Act of 1844, 
for the renewal of the charter of the Bank of England. 
The chapter commences thus:— 

“ The frequent recurrence during the last half cen- 
“ tury of the painful series of phenomena called a 
44 commercial crisis, has directed much of the atten- 
44 tion both of economists and of practical politicians 
66 to the contriving of expedients for averting, or at 
“ the least mitigating, its evils. And the habit which 
44 grew up during the era of the Bank restriction, of 
“ ascribing all alternations of high and low prices to 
44 the issues of banks, has caused inquirers in general 
“ to fix their hopes of success in moderating those 
“ vicissitudes, upon schemes for the regulation of 
“ bank-notes. A scheme of this nature, after having 
“ obtained the sanction of high authorities, so far 
44 established itself in the public mind, as to be, with 
“ general approbation, converted into a law, at the 
4 4 last renewal of the charter of the Bank of England; 
44 and the regulation is still in force, though with a 
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“ great abatement of its popularity, and with its 
“prestige impaired by a temporary suspension, on the 
“ responsibility of the executive, little more than 
“ three years after its enactment. It is proper that 
“ the merits of this plan for the regulation of a con- 
“ vertible bank-note currency should be here consi- 
“ dered.” 

This account of the origin and object of the Bank 
Charter Act of 1844 is at once incomplete and erro¬ 
neous. It is incomplete, inasmuch as the circumstances 
which led to the enactment were not only the frequent 
recurrence of commercial crises, but also and mainly 
the frequent and imminent danger to which the con¬ 
vertibility of the bank-note circulation had been 
exposed; and it is erroneous, inasmuch as the pri¬ 
mary object of the Act was, not to mitigate commer¬ 
cial vicissitudes, but to provide effectual security 
against a suspension of cash payments. 

Mr. Mill proceeds: “ It is proper that the merits 
“ of this plan for the regulation of convertible cur- 
“ rency should be here considered. But before touch- 
“ ing upon the practical provisions of Sir Bobert 
“ Peel’s Act of 1844, I shall briefly state the nature 
“ and examine the grounds of the theory on which the 
“ Act is founded.” He then enters at once upon his 
self-imposed task, the preliminary and indispensable 
labour of acquiring a competent knowledge of the 
nature of the theory and of the grounds upon which it 
is founded being conveniently evaded. A tissue of 
misconception and error has been the natural result 
of the inquiry thus entered upon. In order to avoid 
the possibility of misinterpretation, suppression, or 
exaggeration, I will present, in extenso, the whole of 
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Mr. Mill’s facts and arguments in relation to tlie Act of 
1844, and proceed to examine them separately, para¬ 
graph by paragraph, commencing with what Mr. Mill 
terms a statement of the nature, and an examination 
of the grounds upon which the Act is founded. 

“It is believed by many that banks of issue uni- 
“ versally, or the Bank of England in particular, have 
“ a power of throwing their notes into circulation, 
“and thereby raising prices arbitrarily; that this 
“ power is only limited by the degree of moderation 
“ with which they think fit to exercise it; that when 
“ they increase their issues beyond the usual amount, 
“ the rise of prices thus produced generates a spirit of 
“ speculation in commodities, which carries prices 
“ still higher, and ultimately causes a reaction and 
“ recoil amounting in extreme cases to a commercial 
“ crisis*; and that every such crisis which has oc- 
“ curred in this country within mercantile memory, 
“ has been either originally produced by this cause, 
“ or greatly aggravated by it.” 

Whether this passage can be regarded as a logical 
exposition of a theory of currency, it is unnecessary 
to inquire. It will be enough to show that it is not 
an exposition of the theory of metallic variation upon 
which the Act of 1844 is founded. According to that 

theory the value of the circulation and the scale of 
prices may be altered by two several causes, namely, 
by an alteration in the amount of the currency, while 
the quantity of commodities remains the same, or by 
an alteration in the quantity of commodities, while the 
amount of the currency remains the same. When the 
currency is increased, commodities remaining the 
same, prices rise, and the monetary equilibrium with 
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other countries is disturbed until restored by an ex¬ 
portation of specie. And when the quantity of com¬ 
modities is diminished, the amount of the currency 
remaining the same, precisely analogous results are 
produced upon prices, upon the circulation, upon the 
exchanges, and upon the coffers of the banks. Never¬ 
theless, while these opposite effects are strictly ana¬ 
logous in kind, they are widely different in degree. 
Alterations in the quantity of commodities are more 
frequent and more considerable than alterations in the 
amount of the currency; and as a necessary conse¬ 
quence, the most frequent and the most violent fluc¬ 
tuations in the money market are those which are 
caused by variation in the supply of commodities. 
Such, as propounded and recorded by its authors, is 
the theory of metallic variation upon which the Act 
of 1844 is founded. It is thus expounded by Lord 
Overstone:— 

“ Fluctuations in the amount of the currency are 
“ seldom, if ever, the original and exciting cause of 
“ fluctuations in prices, and in the state of trade. 
“ The buoyant and sanguine character of the human 
“ mind; miscalculations as to the relative extent of 
“ supply and demand; fluctuations of the seasons; 
“ changes of taste and fashion; legislative enact- 
“ ments and political events; excitement or depres- 
“ sion in the condition of other countries, connected 
“ with us by active trading intercourse; an endless 
“ variety of casualties acting upon those sympathies 
“ by which masses of men are often urged into a 
“ state of excitement or depression; these, all or 
“ some of them, are generally the original exciting 
“ causes of those variations in the state of trade, to 
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“ which the report refers. The management of the 
“ currency is a subordinate agent; it seldom origi- 
“ nates, but it may, and often does, exert a consider- 
“ able influence in restraining or augmenting the 
“ violence of commercial oscillations.” 

It will be seen by the following extracts from 
his evidence before the Bank Charter Committee in 
1832, that Mr. Norman’s views coincide with those of 
Lord Overstone:— 

“ 2543. It appears there was at the period of 1825 
“ a great increase in the amount of paper circulating 
“ in the country, and there was, contemporaneously 
“ with that, a great rise in prices generally through- 
“ out the country. Do you attribute the rise of prices 
“ on that occasion solely to the increased issue of 
“ paper, or do you think that it was in proportion 
“ only to the increased issue of paper ?—I certainly 
“ should not either think that it was wholly owing to 
“ the increased issue of paper, nor do I conceive that 
“ it was in exact proportion to the increased issue of 
“ paper. I consider that in 1825, a sort of moral 
“ epidemic prevailed, and that you might have the 
“ same extent of currency, perhaps ten times over, 
“ without an equal degree of commercial excitement 
“ and subsequent distress. I do not consider that at 
“ all times even a similar amount of currency will 
“ perform exactly a similar amount of work, because 
“ there may be, in periods of great commercial ex- 
“ citement, a considerable increased velocity of circu- 
“ lation. 

“ 2544. Do you consider, then, that a spirit of specu- 
“ lation engendered by particular circumstances, at 
“ any particular time, may cause a great rise of prices 
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“ entirely independent of any increase in the issues of 
‘ paper-money?—I think there might be a spirit of 
“ speculation abroad in the first instance, unconnected 
“ with an increased currency ; and when that specu- 
“ lation had raised prices, an increase in the circula- 
“ tion would probably follow; but I do not think it 
“ should necessarily, though it does sometimes, pre- 
“ cede it. 

“ 2545. Therefore a spirit of speculation may be 
“ engendered, and there may be a rise of prices, and 
“ that rise of prices may be followed by an increase 
“ of issue as a necessary consequence ; but the ori- 
“ ginal rise of prices may happen entirely apart from 
“ any increase of the circulating medium, and owing 
“ solely to the speculation itself ?—Decidedly so, sup- 
“ pose the case of new markets opened. 

“ 2546. Are you at all acquainted with the state 
“ of things in 1720, at the time of the bubble ?—It is 
“ stated in Mr. M‘Culloch’s ‘ Dictionary of Commerce/ 
“ that the 

Bank circulation in 1718 was about 1,829,000?. 

„ 1721 „ 2,054,000?. 
„ 1730 „ 4,224,000?. 

The increase, then, from 1718 to 1721 was 225,000?., or about 75,000?. per 
annum ; and from 1721 to 1730 it was 2,170,000?., or about 241,000?. 

“ Thus the bubble year, 1721, was preceded by a 
“ low, and succeeded by a high, rate of increase, the 
“ latter unattended by any commercial excitement; 
“ there is, then, no necessary connection between a 
“ morbid spirit of speculation and a great augmenta- 
“ tion of bank issues. We might, perhaps, for all 
“ practical purposes, consider the circulation of the 
“ country in 1721 to have been metallic; neverthe- 
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“ less, at that time the excitement that prevailed 
“ seems to have much surpassed what we saw in 
“ 1825.” 

» 

It is impossible that Mr. Mill should have been 
gnilty of wilful misinterpretation when he states that 
the authors and supporters of the Act of 1844 held 
the opinion that 4 4 an excessive issue of bank-notes is 
44 the primary cause of monetary crises and 44 that 
44 every such crisis which has occurred in this country 
44 within mercantile memory, has been either origin- 
44 ally produced by this cause, or greatly aggravated 
44 by it.” The gravest charge which can be brought 
against him is, that of undertaking to state the nature 
and examine the grounds of a theory respecting which 

he had acquired no accurate conception. 
44 To this extreme length,” continues Mr. Mill, 

44 the currency theory has not been carried by the 
44 eminent political economists who have given to a 
44 more moderate form of the same theory the. sanction 
44 of their names. But I have not overstated the 
44 extravagance of the popular version, which is a 
44 remarkable instance to what lengths a favourite 
44 theory will hurry, not the closet-students, whose 
44 competency in such questions is often treated with 

44 so much contempt, but men of the world and of 
44 business, who pique themselves on the practical 
44 knowledge which they have, at least, ample op- 
44 portunities of acquiring. Not only has this fixed 

44 idea of the currency, as the prime agent in the 

44 fluctuations of price, made them shut their eyes 
44 to the multitude of circumstances which, by influ- 
44 encing the expectation of supply, are the true causes 
44 of almost all speculations, and of almost all fluctua- 
44 tions of price; but in order to bring about the 

x 



306 EXAMINATION OF MILL’S CHAPTER 

“ chronological agreement required by their theory 
“ between the variations of bank issues and those of 
“ prices, they have played such fantastic tricks with 
“ facts and dates as would be thought incredible, if 
“ an eminent practical authority had not taken the 
“ trouble of meeting them, on the ground of mere 
“ history, with an elaborate exposure ; I refer, as all 
“ conversant with the subject must be aware, to 
“ Mr. Tooke’s ‘ History of Prices/ The result of 
“ Mr. Tooke’s investigations was thus stated by liim- 
“ self in his examination before the Commons’ Com- 
“ mittee on the Bank Charter question in 1832 ; and 
u the evidences of it stand recorded in his book: ‘ In 
“ point of fact, and historically, as far as my re- 
“ searches have gone, in every signal instance of a 
“ rise or fall of prices, the rise or fall has preceded, 
“ and therefore could not be the effect of, an enlarge- 
“ ment or contraction of the Bank circulation.’ ” 

The theory which regards the currency as the 
prime agent in the fluctuation of prices may have had 
its advocates. The late Mr. Hume may have main¬ 
tained, “ that the markets for commodities are 
“directly influenced by every alteration in the 
“ quantity of money in the hands of, or issuing from, 
“ the Bank of England.”* Mr. J. B. Smith may 
have stated in the Report of the Manchester Chamber 
of Commerce, “ that alternations of excitement are to 
“ be attributed entirely to mismanagement of the 
“circulation.” Mr. Tooke himself may have been 
an early propounder of the currency theory, may 
have denounced the “increased issue of the Bank of 
“England, and of the country banks.” “The great 

* Speech in the House of Commons on the 8th Julv 1839, revised by 

Mr. Ilume. 
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“ factitious increase of nominal monied capital 
“ coming into competition with the pre-existing real 
“ monied capital seeking investment.” “ The artificial 
“ incentive to speculation thus afforded, and the conse¬ 
quent very general extension of private paper and 
“ of transactions on credit, operating as cause and 

“effect in a great rise of colonial produce, and of 
“ many other commodities.”* And he may have even 

4. 

gone so far as to express “great doubts whether a 
“ system of currency consisting of so large a portion 

“ of paper money is not of necessity liable to great 
“ and preponderating evils; evils quite sufficient to 
“ outweigh the consideration of the cheapness of such 
“a medium of exchange.”! But it is scarcely neces¬ 
sary to repeat that the currency theory thus advocated 
by these authorities, is not the theory of metallic 
variations upon which the Act of 1844 is founded. 
And scarcely necessary is it to point out that Mr. 
Tooke’s “elaborate exposure of the fantastic tricks 
“which have been played with facts and dates in 
“ order to bring about the chronological agreement 
“ required by the currency theory between the varia¬ 
tions of bank-notes and those of prices,” however 
forcibly it may apply to the currency theory pro¬ 
pounded in his previous publications, does not apply 
to the theory of metallic variation which regards 
fluctuations in the supply of commodities as a primary, 

and of variations in the amounts of bank-notes as a 
# % 

minor and comparatively inefficient cause, of fluctua¬ 
tions in prices. The result of Mr. Tooke’s investiga¬ 
tions, that “ in every signal instance of a rise or fall of 
“ prices, the rise or fall has preceded, and, therefore, 

* Consideration on the State of the Currency, pp. 83, 84. 
t Ibid., p. 87. 
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“could not be the effect of, an enlargement or con- 
“ traction of the Bank circulation while it amounts 
to a complete refutation of the currency theory, of 
which he had been a leading advocate, presents us 
with a practical verification of the opposite theory of 
metallic variation—a theory of which the leading 

element is, that all the most signal fluctuations of 
prices are caused, not by an expansion or a contrac¬ 
tion of the bank-note circulation, but by a redundancy 
or deficiency in the supply of commodities. It would 
be amusing were it not melancholy to observe the 
hallucination under which Mr. Tooke imagines that 
he refutes the principles of the. Act of 1844 by 
parading, as the results of his historical researches, 
that deficient harvests have raised, and that abundant 
harvests have lowered, the prices of agricultural 

produce. 
“The extravagance of the currency theorists in 

“ attributing almost every rise or fall of prices to an 
“enlargement or contraction of the issues of bank¬ 
notes, has raised up, by reaction, a theory the 

“ extreme opposite of the former, of which, in scien- 
“ tific discussion, the most prominent representatives 
“are Mr. Tooke and Mr. Fullarton. This counter- 
“ theory denies to bank-notes, so long as their con¬ 
vertibility is maintained, any power whatever of 
“ raising prices, and to banks, any power of increasing 
“ their circulation, except as a consequence of, and in 
“ proportion to, an increase of the business to be 

“done. This last statement is supported by the 
“unanimous assurances of all the country bankers 
“ who have been examined before successive Parlia- 
“ mentary Committees on the subject. They all bear 

“ testimony that (in the words of Mr. Fullarton) ‘ the 
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“ amount of their issues is exclusively regulated by 
“ the extent of local dealings and expenditure in their 
“ respective districts, fluctuating with the fluctuations 
“ of production and prices, and that they neither can 
“increase their issues beyond the limits which the 

“ range of such dealings and expenditure prescribes, 
“ without the certainty of having their notes imme- 
“ diately returned to them, nor diminish them, but at 
“ an almost equal certainty of the vacancy being filled 

“ up from some other source.’ From these premises 
“ it is argued by Mr. Tooke and Mr. Fullarton, that 
“ bank-issues, since they cannot be increased in 
“ amount unless there be an increased demand, 
“ cannot possibly raise prices; cannot encourage 
“ speculation, nor occasion a "commercial crisis; and 
“ that the attempt to guard against that evil by an 
“ artificial management of the issue of notes, is of no 
“ effect for the intended purpose, and liable to pro- 
“ duce other consequences extremely calamitous. 

“ As much of this doctrine as rests upon testimony 

“ and not upon inference appears to me incontro- 
“ vertible. I give complete credence to the assertion 
“ of the country bankers, very clearly and correctly 
“ condensed into a small compass, in the sentence just 
“ quoted from Mr. Fullarton. I am convinced that 
“ they cannot possibly increase their issue of notes in 
“ any other circumstances than those which are there 
“ stated. I believe, also, that the theory, grounded 
“ by Mr. Fullarton upon this fact, contains a large 
“ portion of truth, and is far nearer to being the ex- 
“ pression of the whole truth than any form whatever 

“ of the currency theory.” 
Mr. Mill’s strange misconception—he cannot be 

suspected of wilful misrepresentation—in making the 
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advocates of the Act of 1844 participators in the 
currency theory, which attributes almost every rise or 
fall of prices to an enlargement or contraction of the 
issues of bank-notes—has already been disposed of. 
I proceed to examine the contrary theory, which 

denies to convertible bank-notes any power whatever 
of raising prices, and to banks any power of increasing 
their circulation. Mr. Mill affirms that so much of 
this doctrine as rests upon testimony and not upon 
inference is incontrovertible. I affirm, and am pre¬ 
pared to prove, that it receives a complete refutation 
from the principles which Mr. Mill has himself pro¬ 
pounded, and the facts which Mr. Tooke has himself 
recorded. 

Mr. Mill has correctly stated that prices may be 
raised above their ordinary level either by an increase 
in the quantity of the currency or by a diminution in 
the quantity of commodities. In either of these cases 
the currency is rendered redundant in relation to 
foreign currencies, and a contraction of the circula¬ 
tion, through the action of the foreign exchanges, 
takes place, until prices are brought down to the 
ordinary level. Now, it is a necessary consequence 
of the principle correctly stated by Mr. Mill, that a 
rise of prices, when caused by a diminution in the 
quantity of commodities, must be followed by a 
contraction of the currency, unless the tendency to 
contraction should be counteracted by an increased 
issue of bank-notes. When Mr. Tooke tells us, that 
in every signal instance of a rise of prices, within 
mercantile memory, the rise has been followed by an 
enlargement of the Bank circulation, he tells us in 

effect that the Bank not only possesses, but has 
exercised, the power of unduly extending its issues. 
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For if, ill all the signal instances in which a rise of 
prices has been caused by deficient supply of com¬ 
modities, the Bank had not possessed and exercised 

the power of increased issue, the rise of prices would 
have been followed by a contraction of the Bank 
circulation. 

But Mr. Tooke has shown, by testimony more 
direct and positive, that the Bank possesses and 
exercises the power of increasing its issues. He 
tells us* that the harvest of 1838 was deficient bv 

«/ 

one-third; that the price of wheat, the average of 
which had been 685. 2d. in July, advanced to 77 s. in 
August, and to 81s. 6d. in January 1839. And he 
further informs us that, coincident with this great 
diminution in the supply and rise in the price of corn, 
there was a great deficiency in the supply and rise in 
the price of cotton, from the failure of the crops in 
the United States; and that the deficiency in the 
supply of food and of the material of our most im¬ 
portant manufacture was attended by an adverse 
exchange and a decided efflux of bullion. Under the 
circumstances thus stated by Mr. Tooke, a contrac¬ 
tion of the circulation would have been inevitable, 
had not the Bank possessed the power of increasing 
its issues upon securities as its deposits were drawn 
out in gold for exportation. But, as Mr. Tooke has 
shown, it did possess and did exercise the power of 

increased issue. It not only maintained undiminished 
issue in the face of an adverse exchange, but increased 
its issues from 17,000,000/., their average amount on 
the 9th of January, to 19,655,000/., their average 
amount on the 18th September.')' When Mr. Tooke 

* History of Prices, vol. iii. pages 12 and 13. 
f Ibid., p. 78. 
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maintains that the Bank does not possess the power 
of increasing its issue, he “ plays such fantastic tricks 
‘‘ with dates and figures as would have been incredible 
“ had he not himself taken the trouble of proving their 
“ existence on the ground of mere history by an 
“ elaborate exposure” of his own inconsistency. 

Mr. Mill gives complete credence to the assertion 
of the country bankers. He is convinced that they 
cannot possibly increase the issues of their notes 
in any other circumstances than those expressed by 
Mr. Fullarton in the passage above quoted. Let 
us analyse the statement of the country bankers, 
as expressed by Mr. Fullarton, and endeavour to 
ascertain whether it does not establish rather than 
refute the doctrine that they do possess the power 
of issuing their notes to excess. The testimony, 
as condensed by Mr. Fullarton, is “ that the amount 
“ of their issues is exclusively regulated by the 
“ extent of their local dealings fluctuating with the 
4 4 fluctuations of produce and price.” Here it is 
expressly affirmed that the country banks have the 

power of increasing their issues with every increase 
in the amount of local dealings and expenditure ; 
and the unavoidable inference is, that as often as the 
local transactions are unduly increased, the corre¬ 
sponding increase in the issue of the banks is an 
issue in excess. Mr. Mill must establish the fact 
that local transactions and expenditure cannot be 
unduly extended, before he can logically infer that 
the country banks do not possess the power of unduly 
extending the local circulation. But this fact he 
cannot establish. Uniform experience shows us that 
a deficient harvest increases transactions in the corn 
trade; that the rise of prices exceeds the proportion 
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in which the crops are deficient; that farmers de¬ 
mand increased advances in order to withhold their 
stock, and millers and dealers in order to replenish 

their stocks; and that the country bankers, acting 
upon their avowed principle of regulating their issues 

by the extent of local transactions and expenditure, 
cause a temporary extension of the circulation at the 

very time at which the diminution in the quantity of 
produce, and the consequent importation of corn and 
exportation of gold, require that the circulation 
should be contracted. 

A further doctrine maintained by the country 
bankers, and indorsed by Mr. Fullarton and Mr. Mill, 
is, that they neither can increase their issues beyond 
the limits which the range of local dealings and 
expenditure prescribe, without the certainty of having 
their notes immediately returned to them, nor diminish 
them without an almost equal certainty of the vacancy 
being filled up from some other source. Kegarding 
this doctrine, it is to be observed that, when the 
increased issues are paid back into the banks, they 
assume the character of additional deposits, which the 
depositors may draw out upon demand, and which 
consequently occasions as clear an addition to the 

paying power—the command of money-capital—as 
if the depositor had retained them in his private 
drawer. Thus it appears that when strictly analysed, 

the testimony of the country bankers, to which Mr. 
Mill gives perfect credence, establishes the fact that 
they possess the power of unduly increasing the 
local currencies, and of creating what Mr. Tooke not 
inappropriately denominates a “ factitious increase of 
“ nominal monied-capital coming into competition with 
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“ the pre-existing real monied-capital seeking invest- 
“ ment.”* 

Mr. Mill proceeds:— 
“ There are two states of the markets: one which 

“ may be termed the quiescent state, the other the 
“ expectant, or speculative state. The first is that 
“ in which there is nothing tending to engender in 
“ any considerable portion of the mercantile public a 

“ desire to extend their operations. The producers 
“ produce and the dealers purchase only their usual 
“ stocks, having no expectation of a more than 
“ usually rapid vent for them. Each person transacts 
“ his ordinary amount of business, and no more, or 
“ increases it only in correspondence with the increase 
“ of his capital or connections, or with the gradual 
“ growth of the demand for his commodity, occasioned 
“ by the public prosperity. Not meditating any 
“ unusual extension of their own operations, producers 
“ and dealers do not need more than the usual 
“ accommodation from bankers and other money- 
u lenders; and as it is onty by extending their loans 

“ that bankers increase their issues, none but a 
“ momentary augmentation of issues is in these 
“ circumstances possible. If at a certain time of the 
“ year a portion of the public have larger payments 
“ to make than at other times, or if an individual, 
“ under some peculiar exigency, requires an extra 
“ advance, they may apply for more bank-notes, 
“ and obtain them; but the notes will no more 
“ remain in circulation, than the extra quantity of 

“ Bank of England notes which are issued once in 

“ every three months in payment of the dividends. 

* State of the Currency, 2nd edition, p. 83. 
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“ The person to whom, after being borrowed, the 

44 notes are paid away, has no extra payments to 
44 make, and no peculiar exigency, and he keeps them 

44 by him unused, or sends them into deposit, or 

44 repays with them a previous advance made to him 
44 by some banker: in any case he does not buy 
44 commodities with them, since by the supposition 
“ there is nothing to induce him to lay in a larger 
“ stock of commodities than before. In this case, 
44 therefore, there can be no addition, at the discretion 
4 4 of bankers, to the general circulating medium : any 
44 increase of their issues either comes back to them, 
44 or remains idle in the hands of the public, and no 
44 rise takes place in prices.” 

In this passage, Mr. Mill limits to quiescent states 
of the market the doctrine laid down by Mr. Tooke 
and Mr. Fullarton, that 44 bank issues cannot be 
44 increased unless there be an increased demand; 
,44 cannot possibly raise prices, cannot encourage 

44 speculation, nor occasion a commercial crisis; and 

44 that the attempt to guard against that evil by an 
44 artificial management of the issue of notes is of no 
44 effect for that purpose, and is liable to produce 
44 other consequences extremely calamitous.” But 
Mr. Mill, in limiting the doctrine to states of the 
market when there is no immediate demand for 
increased advances from the banks, excludes from 
his consideration the important fact, that banks 
possess in themselves the power of increasing and 
diminishing the demand for banking accommodation. 
When they raise the rate of discount, the demand for 
accommodation contracts, and when they lower the 

rate it expands; and Mr. Mill expressly and truly 



316 EXAMINATION OF MILL’S CHAPTER 

informs us “ that it is by extending their loans that 
“ bankers increase their issueand unless he is 
prepared to disprove the fact that banks can lower 
the rate of discount, he cannot consistently maintain 
that their power of increasing their issue is limited to 
quiescent states of the market. Neither can he refer 
to his “ highest authority ” for the purpose of dis¬ 
proving that banks have the power of lowering the 
rate of discount, because the gravest charge which 
Mr. Tooke brings against the directors of the banks 
is, that they are in the habit of lowering the rate of 
discount when they ought to raise it. Neither can he 
refer to his other great authority to disprove the fact, 
that the increased application' for banking accom¬ 
modation, resulting from a reduction in the rate of 
discount, causes an increased issue of bank-notes, 
because he tells us that “ it is justly remarked by 
“ Mr. Fullarton that if the Bank complies with such 
“ applications, it must comply with them by an issue 
“ of notes, for notes constitute the only instru- 
“ mentality through which the Bank is in the habit of 
“ lending its credit.” Mr. Tooke possesses in per¬ 
fection the faculty of self-refutation. While he 
propounds the doctrine that the Bank has not the 
power of increased issue, he establishes the fact that 
it has the power of increased issue. No one has 
affirmed more distinctly, no one has more fully 
explained the power which the Bank possesses of 
contracting and expanding its issues on securities by 
raising and lowering its rate of discount. In his 
review of the state of the circulation in 1838-1839, 
he attributes the difficulties and the dangers of that 
period to the mischievous conduct of the Bank 
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directors in not contracting the circulation by timely 
advances in the rate of discount. He sums up as 

follows: — 
“ As to the result of the impartial review in the 

“ preceding pages of the management of the Bank, 
“ in as far as a judgment can be formed of it from its 
“public measures, and from the monthly ‘Gazette’ 
44 returns of its liabilities and assets on the average 

“ of the three months preceding, the following appear 
44 to be the main points open to criticism:— 

44 1. The impatience manifested at the commence- 
4 4 ment of 1838 to reduce the stock of bullion. 

44 2. The forcible operation of the Bank towards 
44 the close of 1838, for the purpose of extending its 
44 securities by increased facilities for loans, at a 
44 time when the market^ rate of interest was rising 
44 above the Bank rate, and when the proceedings 
44 of the banks in America (particularly with re- 
44 ference to the cotton trade), and the state of 

44 commercial credit on the Continent, were calcu- 
44 lated to suggest, as a measure of precaution on the 
44 part of the Bank, rather to reduce than to extend 
44 its securities. 

• 44 3. The continuing, during nearly six months, 

44 namely, till ldth May 1839, the same relatively 
44 low rate of interest, and the extended facilities for 
44 loans, notwithstanding the continued rise in the 

44 market rate of interest, and notwithstanding the 
44 notoriety of the large importations of American 
44 securities then in progress, the negotiation of which 
44 was of course greatly promoted by the compara- 
44 tively low rate of interest and discount charged by 
44 the Bank. The effect of this state of things being, 
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44 that the Bank had, by the end of May, lost five 
“ millions of treasure, while its securities had increased 
44 three millions. 

44 4. The inefficiency of the measures taken between 
44 May and July to stop the further progress of the drain. 

44 5. The hesitation and inconsistency of the pro- 
44 ceedings of the Bank in respect of the dead weight. 

44 6. The recourse to the bankers of Paris for 
44 assistance: a measure, the resort to which could 
44 not be justified on any ground but that of its being 
44 considered as the only remaining resource against a 
44 suspension of cash payments; and doubtless, it was 
44 the lesser evil; but so discreditable an expedient 
44 ought not to have been resorted to until the dead 
44 weight, or a considerable portion of it, had been 
44 converted, and such conversion found to be in- 
44 -effectual. 

44 The general conclusion, with reference to the 
44 management of the Bank being, that while, a priori, 

44 the inference is irresistible, that there must be 
44 something essentially erroneous in the system or in 
44 the regulation by which, in a state of profound 
44 peace, and without any counteraction from the 
44 country banks, the Bank of England should have 
44 sustained so narrow an escape from suspension of 
44 cash payments; so it appears, by a reference to 
44 particulars, that the measures of the Bank were 
44 characterised by anything but a due and vigilant 
44 regard for the interests of the public in the main- 
44 tenance of the convertibility of Bank paper, or for 
4* its own credit, which has been much impaired in 
44 public estimation, both at home and abroad, by its 
44 resort for aid to the bankers of Paris.” 



ON A CONVERTIBLE PAPER CURRENCY. 319 

These facts are correctly stated; but how do they 
harmonise with the Tookean theory, that the Bank 
does not possess the power of enlarging the circu¬ 
lation ? Do they not present a practical proof that 

the Bank does possess that power ? Is not a “ for- 
“ cible operation for the purpose of increasing its 
“ securities by increased facilities for loans ” the same 
thing as a forced extension of the circulation ? Does 
not a “ relatively low rate of interest and extended 
“ facilities for loans ” increase the demand for loans ? 
and does not the supplying of this increased demand 
by the Bank create an addition to the pre-existing 
“ factitious monied-capital keeping the currency in 
“ excess, in relation to foreign currencies ? ” Was 
not the driving out of 5,000,000/. in gold the neces¬ 

sary effect of the excessive loaning out of factitious 
monied-capital ? And could an increase of securities 
of 3,000,000/. have been effected in any other way 
than by advancing to the presenters of such securities 
additional issues of notes either in esse or in jjosse to 
the amount of 3,000,000/. ? 

The last of these questions Mr. Tooke has himself 
set finally at rest. He has demonstrated by facts 
and figures that banks of issue, through the rate of 
discount, possess to an indefinite extent the power of 
increasing the issue of their notes. He tells us that 
on the 6th of February 1838, the directors reduced 
the rate of discount from five to four per cent.; and 
he informs us that the consequence of this reduction 
was, that the circulation, which had stood at 
17,900,000/., rose to 18,600,000/., and on the 3rd 
of April to 18,987,000/., being in the two months an 
increased issue of upwards of 1,000,000/.; and on 
the 18th September to 19,665,000/., being, as com- 
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pared with the circulation in the previous January, of 
nearly 2,000,000/. And Mr. Tooke further informs us* 
that while the circulation was thus expanded under a 

reduction in the rate of discount, it was contracted 
under an increase in the rate of discount. He tells 
us that in May 1839 the directors, on the abstraction 
of 5,000,000/. of treasure from their coffers, raised 
the rate of discount from 34 per cent., to which they 
had previously reduced it, to 5, and subsequently to 
6 per cent.; and he shows, by reference to the 
4 Gazette ’ returns of the Bank of England, that this 
advance in the rate of discount was followed by a 
rapid contraction of the circulation, continued until 
January 1840, when it amounted to only 16,336,000/., 
showing a total contraction, within a period of sixteen 
months, of 3,329,000/. That the Tookean doctrine 
that banks of issue do not possess the power of 
increasing their issues—a doctrine the falsehood of 
which its author has thus demonstrated—should be 

advocated by Mr. J. S. Mill, is a psychological 
miracle, the existence of which could not have been 
credited, had it rested on any testimony other than 

his own. 
In the following passage light appears to break 

through the Cimmerian darkness of those which pre¬ 
ceded it:— 

“ But there is another state of the markets, strik- 
“ ingly contrasted with the preceding, and to this 
“ state it is not so obvious that the theory of Mr. Tooke 
“ and Mr. Fullarton is applicable; namely, when an 
“ impression prevails, whether well founded or ground- 

“ less, that the supply of one or more great articles of 
“ commerce is likely to fall short of the ordinary 

* History of Prices, vol. iii. page 78. 
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“ consumption. In such circumstances all persons 
“ connected with those commodities desire to extend 
“ their operations. The producers or importers desire 
“ to produce or import a larger quantity, speculators 
“ desire to lay in a stock in order to profit by the 
“ expected rise of price, and holders of the commo- 
“ dity desire additional advances to enable them to 
“ continue holding. All these classes are disposed to 
“ make a more than ordinary use of their credit, and 
“ to this desire it is not denied that bankers very 
“ often unduly administer. Effects of the same kind 
“ may be produced by anything which, exciting more 
“ than usual hopes of profit, gives increased briskness 
“ to business; for example, a sudden foreign demand 
“ for commodities on a large scale, or the expectation 
“ of it; such as occurred on the opening of Spanish 
“ America to English trade, and has occurred on va- 
“ rious occasions in the trade with the United States. 
“ Such occurrences produce a tendency to a rise of 
“ price in exportable articles, and generate specula- 
“ tions, sometimes of a reasonable, and (as long as a 
“ large proportion of men in business prefer excite- 
“ ment to safety) frequently of an irrational or immo- 
“ derate character. In such cases there is a desire in 
“ the mercantile classes, or in some portion of them, 

“ to employ their credit, in a more than usual degree, 
“ as a power of purchasing. This is a state of busi- 
“ ness which, when pushed to an extreme length, 

“ brings on the revulsion called a commercial crisis ; 
“ arid it is a known fact, that such periods of specula- 
“ tion hardly ever pass off without having been 
“ attended, during some part of their progress, by a 
“ considerable increase of bank-notes.” 

Y 
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The light was but a glimmer—the objects on which 
it flecked were not seen under their true proportions 
and relations—the blind guides were again blindly 
followed. 

“ To this, however, it is replied by Mr. Tooke and 
“ Mr. Fullarton, that the increase of the circulation 
“ always follows instead of preceding the rise of 
“ prices, and is not its cause, but its effect. That, in 
“ the first place, the speculative purchases by which 
“ prices are raised, are not effected by bank-notes but 
“ by cheques, or still more commonly, on a simple 
“ book credit; and, secondly, even if they were made 
“ with bank-notes, borrowed for that express purpose 
“ from bankers, the notes, after being used for that 
“ purpose, would, if not wanted for current transac- 
“ tions, be returned into deposit by the persons receiv- 
“ ing them. In this I fully concur, and I regard it as 
“ proved, both scientifically and historically, that 
“ during the ascending period of speculation, and so 
“ long as it is confined to transactions between dealers, 
“ the issues of bank-notes are seldom materially in- 
“ creased, nor contribute anything to the speculative 
“ rise of prices.” 

In examining this passage, the first thing to be no¬ 
ticed is, that the doctrine that “ the increase of the 
“ circulation always follows instead of preceding the 
“ rise of prices,” is utterly erroneous. It is equally 
opposed to theory and experience, to the law of me¬ 
tallic equilibrium, and to the daily-recurring pheno¬ 

mena of the money market. A rise of prices is caused 
either by an increase in the amount of the currency, 
or by a diminution in the quantity of commodities. It 
is obvious that when the rise is caused by an increase 
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in the amount of the currency, the cause must precede 
and cannot follow the effect which it has produced. 
And it will be equally obvious, upon a moment’s con¬ 
sideration, that when a rise of prices is caused by a 
diminution in the quantity of commodities, the rise 
cannot be followed by an extension of the currency, 
unless there should be a coincident and undue enlarge¬ 
ment of the bank-note circulation. A rise of prices 
caused by a diminution in the quantity of commodi¬ 
ties, when not accompanied by an undue extension of 
advances from the banks, is always followed by a con¬ 
traction of the currency, for a diminution in the quan¬ 

tity of commodities renders the previous amount of 
the currency redundant in relation to foreign curren¬ 
cies, and the necessary consequences of such redun¬ 
dancy are an exportation of bullion and a contraction 
of the currency until it is restored to par with foreign 
currencies. Thus it is strictly demonstrable, that 
when a rise of price is caused by an extension of the 
currency, the extension, instead of following, precedes 
the rise; and that when the rise is caused by a dimi¬ 
nution in the quantity of commodities, it is always 
followed, not by an extension but by a contraction of 
the currency, unless the contraction should be coun¬ 
teracted by a coincident increase of advances by the 
banks. When Mr. Tooke and Mr. Fullarton tell us 
“ that the increase of the circulation follows, instead 
“ of preceding the rise of prices,” they tell us, in so 
many words, that the note circulation has been issued 
in excess. 

Mr. Mill’s inconsistency, in indorsing the doctrine 
that an increase of the circulation follows a rise of 
prices, is altogether unaccountable, inasmuch as he 

y 2 
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had previously advocated the contrary doctrine, that a 
rise of prices, when caused by an increase of the cir¬ 
culation, is preceded by that increase, and that when 
caused by a diminution * in the quantity of commodi¬ 
ties, is followed not by an extension, but by a con¬ 
traction of the circulation. He had previously affirmed 
“ that an increase in the quantity of money raises 
“ prices, and a diminution lowers them, is the most 
“ elementary proposition in the theory of currencies, 
“ and without it we should have no key to any of the 
“ othersand he had further stated, “ that the very 
“ same effect would be produced on prices if we sup- 
“ pose the goods diminished instead of the money 
“ increased, and the contrary effects if the goods were 
“ increased or the money diminished/’ * From the 
proposition thus affirmed by Mr. Mill, the self-evident 
inferences are, that a rise of prices, when caused by 
an increase in the quantity of money, must be pre¬ 
ceded by that increase; and that when the rise of 
prices is caused by a diminution in the quantity of 
goods, it cannot be followed by an increase in the 
amount of money, unless the action of the law of 
equilibrium should be counteracted by an extension 
of the bank-note circulation. I would venture to ask 
Mr. Mill to reconcile the propositions just quoted with 
his laudatory adoption of Mr. Tooke’s celebrated 
statement that, “ in point of fact, and historically, as 
“ far as my researches have gone, in every signal in- 
“ stance of a rise or fall of prices, the rise or fall has 
4‘ been preceded by an enlargement or contraction 
“ of the Bank circulation.” 

So much for the doctrine that an extension of the 
* Vol. ii. pages 16, 19. 
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currency is caused by a rise of prices. Let us pro¬ 
ceed to the examination of the several other proposi¬ 
tions which Mr. Mill affirms in the paragraph last 
quoted. They are, that the speculative purchases by 
which prices are raised are not effected by bank-notes, 

but by cheques, or still more commonly, by a simple 
book credit; that even if they were made by bank¬ 
notes borrowed for that express purpose from bankers, 
the notes, after being used for that purpose, would, if 

not wanted for current transactions, be returned into 
deposit by the person receiving them; and that, so 
long as speculation is confined to transactions between 
dealers, the issue of bank-notes is seldom materially 
increased, nor contributes anything to the speculative 
rise of prices. 

These propositions are fundamentally erroneous. 
Purchases and payments are never made by cheques. 
Cheques are nothing more than orders for cash drawn 
against deposits, and it is only by the transfer of the 
deposits against which cheques are drawn that pur¬ 
chases and payments are effected. When notes are 
returned to banks in deposit, the depositor continues 
to possess, so long as the banks remain solvent, 
the same amount of money-capital as he would have 
possessed had he retained the notes in his private 
desk; and the power of making purchases and pay¬ 

ments, and of acting upon prices, is in either case 

one and the same. Again, transactions between 
dealers contribute most powerfully to a speculative 
rise of prices. That they should so contribute is a ■ 
necessary consequence of the elementary principle of 
currency which Mr. Mill has propounded. It is by 
wholesale purchases between dealers that artificial de¬ 
ficiencies in the supply of goods are created; and on 



326 EXAMINATION OF MILL’S CHAPTER 

Mr. Mill’s own principle, a deficiency in the supply of 
goods has the same effect in raising prices as an in¬ 
crease in the amount of money. When he affirms that 
speculative purchases between dealers do not cause a 
rise of prices, and that deficiencies in the supply of 
goods do cause a rise of prices, does he not affirm in 
effect two contradictory propositions ? 

In the following passages, however, a step is taken 
in the right direction:— 

“ It seems to me, however, that this can no longer 
“ be affirmed when speculation has proceeded so far 
“ as to reach the producers. Speculative orders given 
“ by merchants to manufacturers induce them to ex- 
“ tend their operations, and to become applicants to 
“ bankers for increased advances, which, if made in 
“ notes, are not paid away to persons who return 
“ them into deposit, but are partially expended in 
“ paying wages, and pass into the various channels of 
“ retail trade, where they become directly effective in 
“ producing a further rise in prices. I cannot but 
“ think that this employment of bank-notes must have 
“ been powerfully operative on prices at the time 
“ when notes of one and two pounds value were per 
“ mitted by law. Admitting, however, that the pro- 
“ hibition of notes below five pounds has now rendered 
“ this part of their operation comparatively insig 
“ nificant, by greatly limiting their applicability to 
“ the payment of wages, there is another form of their 
“ instrumentality which comes into play in the later 

•“ stages of speculation, and which forms the principal 
“ argument of the more moderate supporters of the 
“ currency theory. Though advances by bankers are 
“ seldom demanded for the purpose of buying on spe- 
“ culation, they are largely demanded by unsuccessful 
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“ speculators for the purpose of holding on; and the 
“ competition of these speculators for a share of the 

“ loanable capital, makes even those who have not 
44 speculated more dependent than before on bankers 
“ for the advances they require. Between the ascend- 
“ ing period of speculation and the revulsion, there is 

“ an interval, extending to weeks, and sometimes 
“ months, of struggling against a fall. The tide 

“ having shown signs of turning, the speculative 
“ holders are unwilling to sell in a falling market, 
“ and in the meantime they require funds to enable 
44 them to fulfil even their ordinary engagements: It 
44 is this stage that is ordinarily marked by a con- 
44 siderable increase in the amount of the bank-note 
44 circulation. That such an increase does usually 
44 take place, is denied by no one. And I think it 
44 must be admitted that this increase tends to prolong 
44 the duration of the speculations; that it enables the 
44 speculative prices to be kept up for some time after 
44 they would otherwise have collapsed; and therefore 
44 prolongs and increases the drain of the precious 
44 metals for exportation, which is a leading feature of 
44 this stage in the progress of a commercial crisis ; the 
44 continuance of which drain at last endangering the 
44 power of the banks to fulfil their engagement of 
44 paying their notes on demand, they are compelled to 
44 contract their credit more suddenly and severely 
44 than would have been necessary if they had been 
44 prevented from propping up speculation by increased 
44 advances, after the time when the recoil had become 
44 inevitable.” 

The step in the right direction is not sustained. 
The immediately-succeeding paragraph evinces a com- 
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plete misconception of the objects and spirit of the Act 

of 1844:— 
“ To prevent this retardation of the recoil, and ulti- 

“ mate aggravation of its severity, is the object of the 
“ scheme for regulating the currency, of which Mr. 

“ Loyd, Mr. Norman, and Colonel Torrens, were the 
“ first promulgators, and which has, in a slightly- 
“ modified form, been enacted into law.” 

The objects of the Act of 1844 were, first and 
mainly to secure at all times the perfect convertibility 
of the bank-note circulation. Second, to maintain the 

currency, in so far as respects its amount and its 
value, in the same state in which it would exist under 
a purely metallic circulation. Third, to prevent the re¬ 
currence of any alternations of speculative excitement 
and depression other than those which would equally 
occur were the whole of the bank-note circulation dis¬ 
placed by coin. It is obvious that the attainment of 
the third and last of these objects must necessarily 
result from the attainment of the second; and it is not 
only extraordinary, but altogether unaccountable, how 
Mr. Mill should so far misconceive the purport and 
intent of the Act as to represent its incidental opera¬ 
tion in accelerating a recoil as its one and only object, 
and to exclude from all consideration its primary 
and most important object, that of securing the con¬ 
vertibility of the note circulation. Even Mr. Tooke 
himself has not fallen into a misapprehension so entire. 
He fully admits that in the regulation of the currency 
the primary object should be to secure convertibility. 
Writing in 1841, he says,*—“ If greater security 

* History of Prices, vol. iii. pages 173, 174. 
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“ against the recurrence of the danger of suspension, 
“ which we have so narrowly escaped, cannot be pro- 
“ vided consistently with the maintenance of the 
“ existing establishment in all its main functions, 
“ there ought to be no hesitation in taking early mea- 

“ sures with the view to the substitution of some other 
“ system. Of any system so substituted, the primary 
“ object should be to afford the fullest security for the 
“ preservation, under any possible circumstances, of 
“ the present standard of value, or, in other words, 
“ of the constant and perfect convertibility of paper 
“ into gold, according to the present Mint regula- 
“ turns,” 

While Mr. Mill excludes from consideration this 
primary and all-important object of the Act of 1844, 
he presents us with a partial and imperfect view of the 
provisions which it contains for the securing of that 

object. He says— 
44 According to the scheme in its original purity, 

44 the issue of promissory notes for circulation was to 
44 be confined to one body. In the form adopted by 
“ Parliament, all existing issuers were permitted to 
“ retain this privilege, but none were to be thereafter 
“ admitted to it, even in the place of those who might 
64 discontinue their issues; and, for all except the 
44 Bank of England, a maximum of issues was pre- 
44 scribed on a scale intentional^ low. To the Bank 
44 of England no maximum was fixed for the aggregate 
44 amount of its notes, but only for the portion issued 
44 on securities, or, in other words, on loan. These 
“ were never to exceed a certain limit, fixed for the 
44 present at fourteen millions. All issues beyond 
44 that amount must be in exchange for bullion; of 
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“ which the Bank is bound to purchase, at a trifle 
“ below the Mint valuation, any quantity which is 
“ offered to it, giving its notes in exchange. In re- 
“ gard, therefore, to any issue of notes beyond the 
“ limit of fourteen millions, the Bank is purely passive, 
“ having no function but the compulsory one of giving 
“ its notes for gold at 3/. 175. 9 d., and gold for its 
“ notes at 3/. 175.10ie/., whenever and by whomsoever 
“ it is called upon to do so.” 

Here a most important provision of the Act is 
omitted, namely, that of dividing the business of the 
Bank into two separate departments, totally distinct 
from, and independent of each other, the functions of 
one being strictly limited to issuing of notes in ex¬ 
change for gold, and paying out gold in exchange for 
notes, and the functions of the other being as strictly 
assimilated to those of an ordinary bank of deposit 
and discount. The practical effect of this separation 
of functions is that there is no more connection 
between the issue department and the banking de¬ 

partment, than there is between the issue department 
and any private or joint-stock bank within the limits 
of the realm. Mr. Mill’s failure to perceive the 
existence of this complete separation of functions, 
occasions ambiguity and vagueness in the language in 
which his propositions are expressed, and, as we shall 
hereafter see, renders it uncertain to which of the 
departments, that of issue or that of banking, his 
statements and inferences are intended to apply. 

In the immediately-following paragraph, however, 
the ambiguity is not apparent:— 

“ The object for which this mechanism is intended 
“ is, that the bank-note currency may vary in its 
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“ amount at the exact times, and in the exact degree, 
“ in which a purely metallic currency would vary. 
“ The precious metals being the commodity that has 
“ hitherto approached nearest to that invariability in 
“ all the circumstances influencing value, which fits a 
“ commodity for being adopted as a medium of ex- 
“ change, it is an essential requisite of any substitute 

“ for those metals that it should conform exactly in its 
“ value to a metallic currency, and for that purpose it 
“ is very plausibly considered necessary that it should 
“ conform in its quantity likewise.” 

“ How far this purpose is really fulfilled by the 
“ means adopted, we shall presently examine. First, 
“ however, let us consider whether the measure effects 
“ the practical object, chiefly relied on in its defence, 
“ by the more Sober of its advocates, that of arresting 
“ speculative extensions of credit at an earlier period 
“ with a less drain of gold, and consequently by a 
“ milder and more gradual process. I think it must 
“ be admitted that to a certain degree it is successful 
“ in this object.” 

The only objection to the above passage is, that it 
produces the misconception that the practical object 
chiefly relied on by the supporters of the Act is, that 
of correcting speculative extensions of credit at an 
earlier period, and by a milder and more gradual 
process. In the passage which immediately follows, 
Mr. Mill relapses into graver errors. 

“I am aware of what may be urged, and reason- 
“ ably urged, in opposition to this opinion. It may 
“ be said, that when the time arrives at which the 
“ banks are pressed for increased advances to enable 
“ speculators to fulfil their engagements,, a limitation 
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“ in the issue of notes will not prevent the banks, if 
“ otherwise willing, from making these advances ; 
“ that they have still their deposits as a source from 
“ which loans may be made beyond the point which 
“is consistent with prudence as bankers; and that 
“ even if they refused to do so, the only effect would 
“ be, that the deposits themselves would be drawn 
“ out to supply the wants of the depositors, which 
“ would be just as much an addition to the bank-notes 
“ and coin in the hands of the public, as if the notes 
“ themselves were increased. This is true, and is a 
“ sufficient answer to those who think that the ad- 
“ vances of banks to prop up failing speculators are 
“ objectionable, chiefly as an increase of the currency.” 

The propositions here advanced are not true. They 
are not only theoretically untrue, but are directly at 
variance with fact and experience. Banks can make 
advances to a far greater extent when they make them 
with their own notes, than when they make them 
from their deposits. When made by an increased 
issue of notes, liabilities are increased; when made 
from deposits, reserves are diminished. This is an 
important difference as regards the proportion between 
reserves and liabilities, inasmuch as that proportion is 
more affected when advances diminish reserves, than 
when they increase liabilities. This will be suffi¬ 
ciently obvious to those who are familiar with the 
rules of practical banking; but as there is a numerous 
class, including Mr. Tooke, Mr. Fullarton, Mr. Mill, 
and their followers, who ignore these rules, some illus¬ 
tration of the fact that the effect upon the proportion 
between reserves and liabilities is different in the 
two cases, may be desirable. 
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Let us suppose that a banker’s capital consists of 
deposits to the amount of 200,000/.; that he has 
advanced 150,000/. upon securities, and retained 
50,000/ as a reserve, and consequently that the pro¬ 
portion of his reserve to his liabilities is as one to 
four. It is evident, that should he now make to his 
customers an additional advance of 50,000/. with 
his own notes, his liabilities would be increased from 

200,000/. to 250,000/.; and that the proportion of his 
reserve to his liabilities would be diminished from 
one to four to one to five; while it is equally evident, 
that the banker could not make the additional advance 
of 50,000/. from his reserve without the exhaustion 
of his coffers; and that were he to advance only 

25,000/. from his reserve, the remaining reserve of 
25,000/. would bear to his remaining liabilities of 
175,000/., the proportion of one to seven. But had 
the banker made an additional advance of 25,000/. in 
his own notes, his liabilities would be increased to 
225,000/., while his reserve would remain undi¬ 
minished at 50,000/., so that the proportion of the 
latter to the former would be as one to four and a 

half. 
2nd. The statement that were bankers to refuse 

to make advances from their deposits, “ the only 
“ effect would be, that the deposits themselves would 
“ be drawn out to supply the wants of the depositors, 
“ which would be just as much an addition to the 
u bank-notes and coin in the hands of the public, as if 
“ the notes themselves were increased,” is so mani¬ 
festly erroneous, that one marvels how it could pos¬ 
sibly have been made. When depositors draw out 
that portion of the deposits which the bankers retain as 
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reserves, the bankers, in order to maintain a safe pro¬ 
portion between their reserves and liabilities, are com¬ 
pelled to contract the issue of their notes upon 
securities. Let the deposits be as before, 200,000/.; 
of which 50,000/. are held as reserve, and 150,000/. 

advanced to the public on securities, and let the de¬ 
positors draw 25,000/. to supply their wants. This 
would reduce the deposits from 200,000/. to 175,000/., 
the reserve from 50,000/. to 25,000/., and the propor¬ 
tions of the latter to the former from one to four to 
one to seven. Should the Bank deem it expedient to 
protect itself by holding, as before, one-fourth of its 
deposits as a reserve, it would now reduce its advances 
to the public from 150,000/. to 130,000/.; and the 
final result of the drawing out of 25,000/. from the 
deposits, would be, not an increase in the amount of 
money at the disposal of the public by 25,000/., as 
Mr. Mill erroneously infers, but, on the contrary, a 
diminution in its amount by 20,000/. For while the 
parties who discounted with the Bank had their com¬ 
mand of money diminished from 150,000/. to 130,000/., 
the parties who draw out their cash and place it in 
their private desks would have no greater command 
of money than that which they possessed when the 
25,000/. stood to their credit in the Bank, under the 
form of deposits payable in coin or notes upon demand. 
It is not too much to say, that no one acquainted either 
with the theory of banking, or with the practical rules 
under which the business of banking is conducted, 
could have hazarded the proposition that increased 
advances, when made from deposits, have the same 
effect upon the circulation as when they are made by 
additional issues of notes ; and that the drawing out 
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of deposits to supply the wants of depositors would be 
just as much an addition to the notes, and coin in the 
hands of the public, as if the notes themselves were 
increased. 

* 

The following paragraph, although pervaded by 

some of the misconceptions already pointed out, might 
have been written by an advocate of the Act of 1844, 

and an opponent of the currency theory, as originally 

propounded by Mr. Tooke:— 
“ But the mode in which they are really objection- 

“ able is as an extension of credit. If, instead of 
“ lending their notes, the banks allow the demand of 
“ their customers for disposable capital to act on the 
“ deposits, there is the same increase of currency, for 
“ a short time at least, but there is not an increase of 
“ loans. The rate of interest, therefore, is not pre- 
“ vented from rising at the first moment when the 
“ difficulties consequent on excess of speculation begin 
“ to be felt. Speculative holders are obliged to sub- 
“ mit earlier to that loss by resale, which could not 
“ have been prevented from coming on them at last; 
“ the recoil of prices, and collapse of general credit, 
“ take place sooner. 

“ To appreciate the effect which this acceleration of 
“ the crisis has in mitigating its intensity, let us ad- 
“ vert more particularly to the nature and effects of 
“ that leading feature in the period just preceding the 
“ collapse, the drain of gold. A rise of prices pro- 
“ duced by a speculative extension of credit, even 
“ when bank-notes have not been the instrument, is 
“ not the less effectual (if it lasts long enough) in 
“ turning the exchanges; and when the exchanges 
“ have turned from this cause, they can only be 



33G EXAMINATION OF MILE’S CHAPTER 

“ turned back, and the drain of gold stopped, either 

“ by a fall of prices, or by a rise of the rate of interest. 
“ A fall of prices will stop it by removing the cause 
“ which produced it, and by rendering goods a more 
“ advantageous remittance than gold, even for paying 
“ debts already due. A rise of the rate of interest, 
“ and consequent fall of the prices of securities, will 
“ accomplish the purpose still more rapidly, by in- 
“ ducing foreigners, instead of taking away the gold 
“ which is due to them, to leave it for investment 
“ within the country, and even send gold into the 
“ country to take advantage of the increased rate of 
“ interest. Of this last mode of stopping a drain of 
“ gold, the year 1847 afforded signal examples. But, 
“ until one of these two things takes place—until 
“ either prices fall, or the rate of interest rises— 
“ nothing can possibly arrest, or even moderate, the 
“ efflux of gold. Now, neither will prices fall nor in- 
u terest rise, so long as the unduly-expanded credit 
“ is upheld by the continued advances of bankers. It 
“ is well known that when a drain of gold has set in, 
“ even if bank-notes have not increased in quantity, 
“ it is upon them that the contraction first falls, the 
“ gold wanted for exportation being always obtained 
“ from the Bank of England in exchange for its notes. 
“ But under the system which preceded 1844, the 
“ Bank of England, being subjected, in common with 
“ other banks, to the importunities for fresh advances 
“ which are characteristic of such a time, could, and 
“ often did, immediately reissue the notes which had 
“ been returned to it in exchange for bullion. It is a 
“ great error, certainly, to suppose that the mischief 
“ of this reissue chiefly consisted in preventing a con- 
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44 traction of the currency. It was, however, quite as 
44 mischievous as it has ever been supposed to be. As 
44 long as it lasted, the efflux of gold could not cease, 
44 since neither would prices fall nor interest rise 
44 while these advances continued. Prices having 
44 risen without any increase of bank-notes, could well 
44 have fallen without a diminution of them ; but 
44 having risen in consequence of an extension of 
44 credit, they could not fall without a contraction of 
44 it. As long, therefore, as the Bank of England 

44 and the other banks persevered in this course, so 
44 long gold continued to flow out; until so little was 
44 left, that the Bank of England, being in danger of 
44 suspension of payments, was compelled at last to 
44 contract its discounts so greatly and suddenly, as to 
44 produce a much more extreme variation in the rate 
44 of interest, inflict much greater loss and distress on 
44 individuals, and destroy a much greater amount of 
44 the ordinary credit of the country than any real 
44 necessity required. 

44 I acknowledge (and the experience of 1847 has 
44 proved to those who overlooked it before) that the 
44 mischief now described may be wrought, and in 
44 large measure, by the Bank of England, through its 
44 deposits alone. It may continue, or even increase 
44 its discounts and advances, when it ought to con- 
44 tract them; with the ultimate effect of making the 
44 contraction much more severe and sudden than 
44 necessary. I cannot but think, however, that banks 
44 which commit this error with their deposits, would 
44 commit it still more, if they were at liberty to make 
44 increased loans with their issues as well as their 
44 deposits. I am compelled to think that the being 
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“ restricted from increasing their issues, is a real 
“ impediment to their making those advances which 
“ arrest the tide at its turn, and make it rush like a 
“ torrent afterwards. If the restrictions of the Act of 
“ 1844 were no obstacle to the advances of banks in 
“ the interval preceding* the crisis, why were they 
“ found an insuperable obstacle during the crisis ? an 
“ obstacle which nothing less would overcome than a 
“ suspension of the law, through the assumption by 
“ Government of a temporary dictatorship. Evi- 
“ dently they are an obstacle; and when the Act is 
“ blamed for interposing obstacles at a time when, 
“ not obstacles, but facilities are needed, it must, in 
“ justice, receive credit for interposing them when 
“ they are an acknowledged benefit. In this par- 
“ ticular, therefore, I think it cannot be denied that 
“ the new system is a real improvement upon the 

“ old.” 
So far so good. But Mr. Mill, “ to one view con- 

“ stant never,” forthwith deserts the principle he had 
apparently espoused, and turns to re-embrace the 
Tookean fallacies. He says— 

“ But although I am compelled to differ thus far 
“ from the opinion of Mr. Tooke and of Mr. Fullarton, 
“ I concur with them in thinking that these advan- 
“ tages, whatever value may be put on them, are 
“ purchased by still greater disadvantages. 

“ In the first place, a large extension of credit by 
“ bankers, though most hurtful when, credit being 
“ already in an inflated state, it can only serve to 
“ retard and aggravate the collapse, is most salutary 
“ when the collapse has come, and when credit, instead 
“ of being in excess, is in distressing deficiency, and 



ON A CONVERTIBLE PAPER CURRENCY. 339 

“ increased advances by bankers, instead of being 
“ an addition to the ordinary amount of floating 
“ credit, serve to replace a mass of other credit which 
“ has been suddenly destroyed. Antecedently to 1844, 
“ if the Bank of England occasionally aggravated the 
“ severity of a commercial revulsion by rendering 
“ the collapse of credit more tardy, and thence more 
“ violent than necessary, it, in return, rendered in- 
“ valuable services during the revulsion itself, by 
“ coming forward with advances to support solvent 
“ firms, at a time when all other paper and almost all 
“ mercantile credit had become comparatively value- 
“ less. This service was eminently conspicuous in 
“ the crisis of 1825-6, the severest probably ever 
“ experienced; during which the Bank increased 
“ what is called its circulation by many millions, 
“ in advances to those mercantile firms of whose ulti- 
“ mate solvency it felt no doubt; advances which, 
“if it had been obliged to withhold, the severity of 
“ the crisis would have been even greater than it 
“ was. If the Bank, it is justly remarked by Mr. 
“ Fullarton, complies with such applications, ‘ it 
“ must comply with them by an issue of notes, for 
“ notes constitute the only instrumentality through 
“ which the Bank is in the practice of lending its 
“ credit. But those notes are not intended to circu- 
“ late, nor do they circulate. There is no more 
“ demand for circulation than there was before. On 
“ the contrary, the rapid decline of prices which the 
“ case in supposition presumes, would necessarily 
“ contract the demand for circulation. The notes 
“ would either be returned to the Bank of England, 

“ as fast as they were issued, in the shape of deposits, 
z 2 
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“ or would be locked up in the drawers of the private 
“ London bankers, or distributed by them to their 
“ correspondents in the country, or intercepted by 
“ other capitalists, who, during the fervour of the 
“ previous excitement, had contracted liabilities which 
“ they might be imperfectly prepared on the sudden 
“ to encounter. In such emergencies, every man 
“ connected with business, who has been trading on 
“ other means than his own, is placed on the defen- 
“ sive, and his whole object is to make himself as 
“ strong as possible, an object which cannot be more 
“ effectually answered than by keeping by him as 
“ large a reserve as possible, in paper, which the 
“ law has made a legal tender. The notes themselves 
“ never find their way into the produce markets; and 
“ if they at all contribute to retard ’ (or, as I should 
“ rather say, to moderate) ‘ the fall of prices, it is 
“ not by promoting in the slightest degree the effective 
“ demand for commodities, not by enabling consumers 
“ to buy more largely for consumption, and so giving 
“ briskness to commerce, but by a process precisely 
“ the reverse, by enabling the holders of commodities 
“ to hold on, by obstructing traffic and repressing 
“ consumption.’ ” 

Here Mr. Mill presents us with a striking example 
of the “ fantastic tricks which may be played with 
“ facts and figures.” He suppresses the fact that 
while the Act of 1844 confers the important advan¬ 
tage of arresting speculative excitement and mitigat¬ 

ing the severity of the consequent collapse, it at the 
same time confers the still more important advantage 
of securing the convertibility of the circulation, and 
he also suppresses the fact that, previous to the Act 
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of 18-14, the Bank, while prolonging the periods of 
speculative excitement, and intensifying the severity 
of subsequent recoil, endangered the convertibility 
of the note circulation, and that so far from having- 
been able “ to render invaluable service during a 
“ revulsion, by coming forward with advances to 
“ support solvent firms, when all other paper and 
“ almost all mercantile credit had become compara- 
“ tively valueless,” the Bank itself became included 
in the list of firms verging on insolvency. These 
facts were strictly exemplified during the commercial 
crisis of 1839-40. 

Mr. Mill offers no proofs of his assertions that the 
disadvantages of the restriction on the Bank circula¬ 
tion, under the Act of 1844, exceed the advantages, 
and that the advantages of unrestricted issues exceed 
the disadvantages. The best and shortest way of 
testing their correctness will, probably, be to contrast 
the results of unrestricted issues during the com¬ 
mercial crisis of 1839-40 with the results which would 
have been produced, had the provisions of the Act of 
1844 been then in force. 

A drain of gold commenced on the 3rd of April 
1838, when the circulation was 18,987,000/., and the 
bullion 10,126,000/. ; and on the 26th of June, the 
bullion had declined to 9,722,000/., being a diminu¬ 
tion of 403,000/. Now, had the principle of metallic 
variation been in force, this diminution of the bullion 
would have been accompanied by a corresponding dimi¬ 
nution of the circulation, which would, consequently, 
have fallen on the 26th of June from 18,987,000/., 
its'amount on the 3rd of April, to 18,544,000/. But 
on the 26th of June, the circulation, instead of being 
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reduced to 18,544,000/., was increased to 19,047,000/. 
Consequently the actual amount of the circulation on 
the 26th of June, exceeded by 463,000/. the amount 
at which it would have stood under metallic varia¬ 
tion. 

On the 2nd of April 1839, the bullion had declined 
from 10,126,000/., its amount on the 3rd of April, 
1838, to 7,073,000/., being a diminution of 3,052,000/. 
Had the principle of metallic variation been in force, 
the diminution of the bullion would have been accom¬ 
panied by a corresponding diminution in the circulation 
from 18,987,000/., the amount at which they stood in 
the previous April, when the bullion was 10,126,000/. 
to 15,935,000/. Now a contraction of the circulation 
to 16,732,000/. on the 12th of December, arrested the 
drain, and the bullion, which on that day had fallen 
to 2,887,000/., rose on the 7th of January 1840, to 
3,454,000/. Now it is evident that, as a contraction 
to 16,732,000/. was sufficient in December to turn the 
exchanges in our favour, and terminate the monetary 

crisis, a contraction in April to 15,935,000/. would 
have been at least as efficacious in turning the ex¬ 
changes and terminating the crisis. But while in 
these two cases the crisis would have been equally ter¬ 
minated, the statics of the Bank, and its power to re¬ 
store commercial confidence, would have been widelv 
different. In the actual case of unrestricted issue, the 
Bank, paralysed by the fear of endangering the conver¬ 
tibility of its notes, and flying to foreign aid to avert 
its own insolvency, was not in the condition to run to 
the rescue of inferior firms. In the assumed case of 
issues restricted within the limit of metallic variation, 
the Bank, holding, as it did on the 2nd of April, 
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1839, when the drain would have been stopped, a 
reserve of 7,000,000/. of bullion, and thus freed from 
all anxiety on account of the convertibility of the 
note circulation, would have been in a condition to 
afford invaluable aid in relieving the collapse of 
commercial confidence. Besides, the collapse would 
have been far less severe in the assumed than it was 
in the actual case. Under the principle of metallic 
variation, the drain of bullion and the contraction of 
the circulation would have ceased in April 1839 ; 
under the principle of unrestricted issues, they pro¬ 
ceeded with increased intensity to December. 

Tlvdmodus operandi by which, under the case above 

assumed, the Bank would have sustained solvent 
houses, and hastened the restoration of commercial 
credit, may be easily explained. As soon as the ces¬ 
sation of the drain ceased to require a further contrac¬ 
tion of the circulation, the banking department, secured 
against a further diminution of its reserve, might 
have safely given from its deposits increased advances 
to firms, of whose ultimate solvency it was assured. 
This increase of money capital could not, so long as 
the exchanges were favourable, have the effect of 
rendering the currency excessive in relation to foreign 
currencies, because the exchange could not be favour¬ 
able, unless the currency were deficient in relation 
to foreign currencies. It thus appears evident, that 
when the currency is regulated on the principle of 
metallic variation, the Bank, relieved from the ne¬ 
cessity of protecting its own coffers, acquires the 
power of mitigating the commercial revulsion con¬ 
sequent upon undue speculation. But it possessed, 
as we have seen, no such salutary power during the 
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commercial revulsion of 1838-39, when, acting on the 
principle of unrestricted issue, it had endangered its 
coffers by not contracting its advances as its gold 
flowed out, and when any forcible increase of the 
circulation might have protracted the drain and sus¬ 
pended cash payments. 

In the concluding sentences of the paragraph on 
which we have been animadverting, Mr. Mill’s logic 
is in fault. Forgetful of the rules of deductive 
reasoning which he has elsewhere laid down, he 
falls into the fallacy of drawing similar conclusions 
from dissimilar premises. There is no analogy, there 
is a positive contrariety, between the causes of the 
monetary crisis of 1825 and the causes of the crises 

which have subsequently occurred. In the crisis of 
1825 there was a sudden diminution in the amount 
of the currencies—in that of 1839 in the quantity of 
commodities. In 1825 the stoppage of provincial 
banks annihilated the greater part of the provincial 
circulation, at that time consisting, almost exclu¬ 
sively, of one-pound notes, and caused a heavy do¬ 
mestic drain upon the Bank for sovereigns to supply 
the void. In 1839, a deficient harvest, and a di¬ 
minished supply of cotton, rendered the proportion of 
currency to commodities greater in this than in foreign 
countries, and caused a heavy drain of gold for ex¬ 
portation. These opposite states required opposite 
treatment. A further contraction of the circulation 
by the Bank of England in 1825 would have increased 
the domestic drain and intensified the panic of that 
disastrous period—a further extension of the Bank 
circulation in 1839 would have increased the foreign 
drain, and issued in a suspension of cash payments. 
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When Mr. Mill contends, that because an unrestricted 
issue of bank-notes was efficacious in mitigating a 
monetary crisis, originating in a deficiency of cur¬ 
rency, it would be equally efficacious in rectifying a 
derangement originating in a relatively redundant cur¬ 
rency, he shows us how wide is the difference between 
teaching logic as a science and practising it as an art. 

“ The opportune relief thus afforded to credit, 
44 during the excessive contraction which succeeds to 

44 an undue expansion, is consistent with the principle 
44 of the new system ; for an extraordinary contraction 

“ of credit, and fall of prices, inevitably draw gold 
44 into the country, and the principle of the system is 
44 that the bank-note currency shall be permitted, and 
44 even compelled, to enlarge itself, in all cases in 
44 which a metallic currency would do the same. But 
44 what the principle of the law would encourage, its 
44 provisions in this instance preclude, by not suffer- 
44 ing the increased issues to take place, until the 
44 gold has actually arrived; which is never until the 
44 worst part of the crisis is past, and almost all the 
44 losses and failures attendant on it are consummated. 
44 The machinery of the system withholds, until for 
44 many purposes it comes too late, the very medicine 
44 which the theory of the system prescribes as the 
44 appropriate remedy.” 

The argument urged in the above passage has been 
already answered. It has been already shown, that 
limiting the issue of banks on the principle of metallic 
variation would not, even were there no separation of 
departments, preclude the Bank, when the exchanges 
have become favourable, from affording opportune 
relief to credit during the excessive contraction which 
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succeeds undue expansion. It remains to be shown, 
that under the separation of functions, the power of 
granting such relief is very considerably increased. 
Under the provisions of the Act, the banking depart¬ 
ment is, like all other banks of deposit and discount, 
placed under the necessity of maintaining a reserve of 
notes to meet the demands of its depositors. Now, 
this banking reserve may bear a varying proportion 
to the deposits, the payment of which it is held to 
secure. When an adverse exchange causes a with¬ 
drawal of deposits to be exchanged for gold, the Bank 
is obliged to replenish its reserve by a contraction of 
its securities; and on the other hand, when gold has 
ceased to flow out and begins to flow in, and when 
the deposits, instead of diminishing, show a tendency 
to increase, the banking department may, without 
endangering its position, diminish its reserve and 
increase its securities. Thus we see that when ex¬ 
cessive contraction succeeds to undue expansion; when 
a rapid fall of prices, with a consequent increase of 
exports and a diminution of imports, indicate a speedy 
rectification of the exchanges, the banking department, 
should it have maintained an adequate reserve during 
the pressure, will be in a position to anticipate the 
influx of gold, and to make advances to solvent firms 
from its now superabundant reserve. Mr. Mill’s state¬ 
ments become true when reversed. The opportune 
relief which the principle of the law would encourage, 
its provisions secure, by allowing increased advances to 
be made before the gold has actually arrived. The 
machinery of the system provides, before it is too late, 
the very medicine which the theory of the system 
prescribes as the appropriate remedy. 
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“ This function of banks in filling up the gap made 

44 in mercantile credit by the consequences of undue 
44 speculation and its revulsion, is so entirely indis- 

“ pensable, that if the Act of 1844 continues un- 
44 repealed, there can be no difficulty in foreseeing 
4fc that its provisions must be suspended, as they were 
44 in 1847, in every period of great commercial diffi- 
44 culty, as soon as the crisis has really and com- 
“ pletely set in. Were this all, there would be no 
44 absolute inconsistency in maintaining the restriction 
44 as a means of preventing a crisis, and relaxing it 
44 for the purpose of relieving one.” 

The indispensable function of filling up the gap 

made in commercial credit by undue speculation, 
and its revulsion, is, as already shown, far more 
effectually secured under the provisions of the Act 
of 1844 than it was or could have been under the 
previous system of unrestricted issue. Mr. Mill 
falls into a complete misconception of the actual 
facts of the case, when he implies that it was the 
restrictions imposed on the issue department, which 
disabled the banking department from coming in aid 
of commercial credit when the crisis of 1847 had set 
in. The banking department had postponed, and 
thereby intensified, the collapse by a premature in¬ 
crease of their securities and reduction of their re¬ 
serve *, and the consequence was, that when the aggra¬ 
vated collapse occurred and the exchanges turned, 
the banking department, instead of having a dis¬ 

posable reserve to advance in aid of commercial 
credit, was itself in danger of suspending payment. 
Had the banking department been conducted in ac¬ 
cordance with the ordinary rules of legitimate banking, 
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the commercial embarrassments of 1847, instead of 
being prolonged and intensified into panic, would 
have been early palliated and early relieved. 

44 But there is another objection, of a still more 
44 radical and comprehensive character, to the new 
44 system. Professing, in theory, to require that a 
“ paper currency shall vary in its amount, in exact 
44 conformity to the variations of a metallic currency, 
44 it provides, in fact, that in every case of an efflux 
44 of gold, a corresponding diminution shall take place 
“ in the quantity of bank-notes; in other words, that 
44 every exportation of the precious metals shall be 
44 virtually drawn from the circulation; it being 
44 assumed that this would be the case if the currency 
44 were wholly metallic. This theory, and these prac- 
44 tical arrangements, are adapted to the case in which 
44 the drain of gold originates in a rise of prices pro- 
44 duced by an undue expansion of currency or credit; 

44 but they are adapted to no case beside.” 
When Mr. Mill penned this passage, it must not 

only have escaped his recollection that he had pre¬ 
viously indorsed Adam Smith’s doctrine that the 
value of money is determined by its proportion to 
commodities, but that he had himself affirmed the 
proposition that a diminution in the quantity of com¬ 
modities has the same effect upon the value of prices 
as an increase in the quantity of money. He cannot, 
without self-contradiction, deny the truth of the doc¬ 
trine, that a diminution in the quantity of commodities 
has the same effect upon prices as an increase in the 
quantity of money; and he therefore cannot, upon 
reilection, continue to maintain that the theory and 

practical arrangements of the Act of 1844 are appli- 
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cable to no case except that in which a drain of gold 
originates in a rise of prices produced by an undue 
expansion of currency or credit. 

“ When the efflux of gold is the last stage of a 

“ series of effects arising from an increase of the cur- 
“ rency, or from an expansion of credit tantamount in 
“ its effect on prices to an increase of currency, it is 
“ in that case a fair assumption that in a* purely 
“ metallic system, the gold exported would be drawn 
“ from the currency itself; because such a drain, 
“ being in its nature unlimited, will necessarily con- 
“ tinue as long as currency and credit are undi- 
“ minished. But an exportation of the precious 

“ metals often arises from no causes affecting cur- 
“ rency or credit, but simply from an unusual exten- 
“ sion of foreign payments, arising either from the 

“ state of the markets for commodities, or from some 
“ circumstance not commercial. In this class of 
“ causes, four, of powerful operation, are included, of 
“ each of which the last fifty years of English history 
“ afford repeated instances. The first is that of an 
“ extraordinary foreign expenditure by Government, 
“ either political or military, as in the last war, and 
“ particularly in the latter years of it. The second is 
“ the case of a large exportation of capital for foreign 
“ investment, such as the loans and mining operations 
“ which partly contributed to the crisis of 1825, and 

“ the American speculations which were the principal 
“ cause of the crisis of 1839. The third is a failure of 
“ crops in the countries which supply the raw material 
“ of important manufactures, such as the cotton fail- 
“ ure in America, which compelled England, in 1847, 
“ to incur unusual liabilities for the purchase of that 
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“ commodity at an advanced price. The fourth is a 
“ bad harvest, and a great consequent importation of 
“ food, of which the years 1846 and 1847 present 
“ an example surpassing all antecedent experi- 
“ ence.” 

Here the glaring inconsistency of the preceding 
passage reappears. As Mr. Mill admits that the 
value of money is increased by a diminution of its 
quantity, he cannot consistently maintain that dimi¬ 
nution in the quantity of money originating in an 
extraordinary foreign expenditure by Government, 
by a large exportation of capital for foreign invest¬ 
ment, and by a failure of the crops of the countries 
which supply the raw materials, “ arise from no causes 
“ affecting currency or credit.” Neither can he, 
without the most glaring inconsistency, maintain that 
a bad harvest and a great importation of food have no 
effect upon currency or credit; because he has not 
only admitted, but expressly affirmed, that a diminu¬ 
tion in the quantity of commodities, of which deficient 
harvest is the most frequent and the most powerful 
temporary cause, has the same effect in lowering the 
value of money and raising prices as an increase in the 
quantity of money. Mr. Mill proceeds :— 

“ In none of these cases, if the currency were 
“ metallic, would the gold or silver exported for the 
“ purposes in question, be necessarily or even pro- 
“ bably drawn from the circulation. It would be 
“ drawn from the hoards which, under a metallic 
“ currency, always exist to a very large amount; in 
“ uncivilised countries, in the hands of all who can 
“ afford it; in civilised countries, chiefly in the form 
“ of bankers’ reserves. Mr. Tooke, in his 4 Inquiry 
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“ into the Currency Principle,’ bears testimony to 
“ this fact; but it is to Mr. Fullarton that the public 

“ are indebted for the clearest and most satisfactory 
“ elucidation of it. As I am not aware that this part 

“ of the theory o£ currency has been set forth by any 
“ other writer, or with anything like the same degree 
“ of completeness, I shall quote somewhat largely 
“ from this able production.” 

Mr. Mill’s statement that in none of the cases enu¬ 
merated, if the currency were metallic, would the 
gold and silver exported for the purposes in question, 
be necessarily or even probably drawn from the cir¬ 
culation, is directly opposed to fact. In all these 
cases, if the currency were metallic, the specie ex¬ 
ported would be withdrawn from the Bank of England, 
diminishing at one and the same time the amount of 
its loanable capital and the amount of its reserve of 
bullion. As these were diminished, the advances of 
the Bank would also be diminished, and as these were 
diminished the currency of the metropolis would be 
reduced below its due proportion to that of the pro¬ 
vinces, and coin would flow in from the provinces 
until the equilibrium should be restored. 

. The theory of the Act of 1844 requires that under 
our system of banking, our mixed circulation of coin 
and notes should vary in amount and in value as it 
would vary were it wholly metallic. But the theory 

of the Act does not require that the circulation should 
vary in accordance with the variations to which a 
purely metallic circulation may be liable in those 

countries in which banks of deposit and discount are 
either not established at all, or established to a very 
limited extent. Mr. Fullarton’s doctrine of hoards, 
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derived from the customs of some barbarous countries, 
however true it may be in relation to states of society 
in which the practice of keeping all spare cash with 
bankers does not extensively prevail, has no bearing 
whatever, either upon the theory or upon the practical 
operation of the Act of 1844; nevertheless, as this 
doctrine of hoards has been adopted with such high 
approval by Mr. Mill, we shall give it, as he has done, 
in the words of Mr. Fullarton: — 

“ No person who has ever resided in an Asiatic 
“ country, where hoarding is carried on to a far larger 
“ extent in proportion to the existing stock of wealth, 
“ and where the practice has become much more 
“ deeply engrafted in the habits of the people, by 
44 traditionary apprehensions of insecurity, and the 
“ difficulty of finding safe and remunerative invest- 
4 4 ments, than in any European community ; no person 
44 who has had personal experience of this state of 
44 society, can be at a loss to recollect innumerable 
44 instances of large metallic treasures extracted in 
44 times of pecuniary difficulty from the coffers of 
44 individuals by the temptation of a high rate of 
44 interest, and brought in aid of the public neces- 
44 sities; nor, on the other hand, of the facility with 
44 which those treasures have been absorbed again, 
44 when the inducements which had drawn them into 
44 light were no longer in operation. In countries 
44 more advanced in civilisation and wealth than the 
44 Asiatic principalities, and where no man is in fear 
44 of attracting the cupidity of power by an external 
44 display of riches, but where the interchange of com- 
44 modifies is still almost universally conducted through 
44 the medium of a metallic circulation—as is the case 
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“ with most of the commercial countries on the conti- 
“ nent of Europe—the motives for amassing the pre- 
“ cious metals may be less powerful than in the 

“ majority of Asiatic principalities; but the ability 
“ to accumulate being more widely extended, the 
“ absolute quantity amassed will be found probably 
“ to bear a considerably larger proportion to the 
“ population. In those states which lie exposed to 
“ hostile invasion, or whose social condition is un- 
“ settled and menacing, the motive indeed must still 
“ be very strong; and in a nation carrying on an 
“ extensive commerce, both foreign and internal, 
“ without any considerable aid from any of the bank- 
u ing substitutes for money, the reserves of gold and 
“ silver indispensably required to secure the regu- 

“ larity of payments, must of themselves engross a 
“ share of the circulating coin which it would not be 
“ easy to estimate. 

“ In this country, where the banking system has 
“ been carried to an extent and perfection unknown 
“ in any other part of Europe, and may be said to 
“ have entirely superseded the use of coin, except for 
“ retail dealings and the purposes of foreign com- 
“ merce, the incentives to private hoarding exist no 
“ longer, and the hoards have all been transferred to 

“ the banks, or rather, I should say, to the Bank 
“ of England. But in France, where the bank-note 
“ circulation is still comparatively limited, the quan- 
“ tity of gold and silver coin in existence, I find 
“ now currently estimated, on what are described 
“ as the latest authorities, at the enormous sum of 
“ 120,000,000/. sterling; nor is the estimate at all at 
“ variance with the reasonable probabilities of the 

2 A 
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“ case. Of this vast treasure there is every reason to 
“ presume that a very large proportion, probably by 
“ much the greater part, is absorbed in the hoards. 
“ If you present for payment a bill for a thousand 
“ francs to a French banker, he brings you the silver 
“ in a sealed bag from his strong room. And not the 
“ bankers only, but every merchant and trader, ac- 
“ cording to his means, is under the necessity of 
“ keeping by him a stock of cash sufficient not only 
“ for his ordinary disbursements, but to meet any 
“ unexpected demands. That the quantity of specie 
“ accumulated in these innumerable depots, not in 
“ France only, but all over the Continent, where bank- 
“ ing institutions are still either entirely wanting, or 
“ very imperfectly organised, is not merely immense 
“ in itself, but admits of being largely drawn upon 
“ and transferred even in vast masses from one country 
“ to another, with very little, if any, effect on prices, 
“ or other material derangements, we have had some 
“ remarkable proofs among others, “ the signal suc- 
“ cess which attended the simultaneous efforts of some 
“ of the principal European powers (Russia, A ustria, 
“ Prussia, Sweden, and Denmark) to replenish their 
“ treasuries and to replace with coin a considerable 
“ portion of the depreciated paper which the neces- 
“ sities of the war had forced upon them, and this at 
“ the very time when the available stock of the pre- 
“ cious metals over the world had been reduced by 
“ the exertions of England to recover her metallic 
“ currency. . . There can be no doubt that these 
“ combined operations were on a scale of very extra- 
“ ordinary magnitude, that they were accomplished 
“ without any sensible injury to commerce or public 
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“ prosperity, or any other effect than some temporary 
“ derangement of the exchanges, and that the private 
“ hoards of treasure accumulated throughout Europe 
“ during the war, must have been the principal source 
“ from which all this gold and silver was collected. 
“ And no person, I think, can fairly contemplate the 
“ vast superflux of metallic wealth thus proved to be 
“ at all times in existence, and, though in a dormant 
“ and inert state, always ready to spring into activity 
“ on the first indication of a sufficiently intense de- 
“ mand, without feeling themselves compelled to 
“ admit the possibility of the mines being even shut 
“ up for years together, and the production of the 
“ metals altogether suspended, while there might be 
“ scarcely a perceptible alteration in the exchangeable 
“ value of the metal/’* 

Applying this to the currency doctrine and its 
advocates, “one might imagine,” says Mr. Fullarton,f 
“ that they supposed the gold which is drained off for 

“ exportation from a country using a currency exclu- 
u sively metallic, to be collected by driblets at the 
u fairs and markets, or from the tills of the grocers 
“ and mercers. They never even allude to the exist- 
“ ence of such a thing as a great hoard of the metals, 
“ though upon the action of the hoards depends the 

“ whole economy of international payments between 
“ specie-circulating communities, while any operation 
“ of the money collected in hoards upon prices must 
“ ever, according to the currency hypothesis, be wholly 
“ impossible. We know from experience, what enor- 
“ mous payments in gold and silver specie-circulating 

* Fullarton on the Regulation of Currencies, pp. 71-74. 
t Ibid., pp. 139-142. 
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“ countries are capable, at times, of making, without 
“ the least disturbance of their internal prosperity; 
“ and whence is it supposed that these payments come, 
“ but from their hoards ? Let us think how the 
“ money market of a country transacting all its ex- 
“ changes through the medium of the precious metals 
“ only, would be likely to be affected by the necessity 
“ of making a foreign payment of several millions. Of 
“ course the necessity could only be satisfied by a 
“ transmission of capital; and would not the compe- 
“ tition for the possession of capital for transmission 
“ which the occasion would call forth, necessarily raise 
“ the market rate of interest ? If the payment was to 
“ be made by the Government, would not the Govern- 
“ ment, in all probability, have to open a new loan on 
“ terms more than usually favourable to the lender ? 
“ If made by merchants, would it not be drawn either 
“ from the deposits in banks, or from the reserves which 
“ merchants keep by them in default of banks, or would 
“ it not oblige them to obtain the necessary amount of 
“ specie by going into the money market as borrowers ? 
“ And would not all this inevitably act upon the hoards, 
4 ‘ and draw forth into activity a portion of the gold and 
“ silver which the money-dealers had been accumu- 
“ lating, and some of them with the express view of 
“ watching such opportunities for turning their trea- 
“ sures to advantage ? 

u I would desire, indeed, no more convincing evi- 
“ dence of the competency of the machinery of the 
“ hoards in specie-paying countries to perform every 
“ necessary office of international adjustment, without 
“ any sensible aid from the general circulation, than 
“ the facility with which France, when but just re- 
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u covering from the shock of a destructive foreign 
“ invasion, completed within the space of twenty-seven 

“ months, the payment of her forced contribution of 
“ nearly twenty millions to the allied powers, and a 
“ considerable proportion of that sum in specie, with- 
“ out any perceptible contraction or derangement of 
“ her domestic currency, or even any alarming fluc- 
“ tuation of her exchanges. 

“ Or to come to the present time [1844], the balance 
“ of payments with nearly all Europe has for about 
“ four years past been in favour of this country, and 
“ gold has been pouring in, till the influx amounts to the 
“ unheard-of sum of about fourteen millions sterling. 
“ Yet, in all this time, has any one heard a complaint 
“ of any serious suffering inflicted on the people of 

“the Continent? Have prices there been greatly 
“depressed beyond their range in this country? 
“ Have wages fallen, or have merchants been exten- 
“ sively ruined by the universal depreciation of their 
“ stock ? There has occurred nothing of the kind. 
“ The tenor of commercial and monetary affairs has 
“ been everywhere even and tranquil; and in France, 
“ more particularly, an improving revenue and ex- 
“ tended commerce bear testimony to the continued 

progress of internal prosperity. It may be doubted, 
“ indeed, if this great efflux of gold has withdrawn 
“ from that portion of the metallic wealth of the 
“ nation which really circulates a single Napoleon. 
“ And it has been equally obvious, from the undis- 
“ turbed state of credit, that not only has the supply 
“ of specie indispensable for the conduct of business 
“ in the retail market been all the while uninterrupted, 
“ but that the hoards have continued to furnish every 
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“ facility requisite for the regularity of mercantile 
“ payments. It is of the very essence of the metallic 
“ system, that the hoards, in all cases of probable 
“ occurrence, should be equal to both objects; that 
“ they should, in the first place, supply the bullion 
“ demanded for exportation, and in the next place 
“ should keep up the home circulation to its legiti- 
“ mate complement. Every man trading under that 
“ system, who, in the course of his business, may have 
“ frequent occasion to remit large sums in respect to 
“ foreign countries, must either keep by him a suffi- 

“ cient treasure of his own, or must have the means 
4 ‘ of borrowing enough from his neighbours, not only 
“ to make up when wanted the amount of his remit- 
“ tances, but to enable him, moreover, to carry on 
“ his ordinary transactions at home without inter- 
“ ruption.” 

The only thing in this passage worthy of special 
remark is Mr. Fullarton’s extraordinary disregard of 
the facts, in stating that the forced contribution of 
nearly twenty millions, which France paid to the 
allied powers, was derived from private hoards of 
treasure. It was derived from a loan contracted for 
by an eminent London firm, and subscribed by lead¬ 
ing capitalists in this as well as in other countries. 
France paid and pays the interest of the loan, but 
the raising of the loan had not and could not have had 
any greater effect, probably not even so great an 
effect upon the circulation of France as on the circu¬ 
lation of England. The loan was derived, not from 

the hoards of France, but from the money-capital of 
the world. The misconceptions of Mr. Fullarton and 
Mr. Mill have been triumphantly disposed of by Mr. 
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Arbuthnot, in liis recent publication, entitled, 44 Sir 
44 Robert Peel’s Act of 1844 Vindicated.” 

Mr. Mill goes on:— 

uIna country in which credit is carried to so great 
“ an extent as in England, one great reserve, in a 
“ single establishment, the Bank of England, supplies 
44 the place, as far as the precious metals are con- 
44 cerned, of the multitudinous reserves of other 
4 4 countries. The theoretical principle, therefore, of 
44 the currency doctrine would require that all those 
44 drains of the metal, which, if the currency were 
44 purely metallic, would be taken from the hoards, 
44 should be allowed to operate freely upon the reserve 

44 in the coffers of the Bank of England, without any 
44 attempt to stop it, either by a diminution of the cur- 
44 rency or by a contraction of credit. Nor to this 
44 would there be any well-grounded objection, unless 
44 the drain were so great as to threaten the exhaus- 
44 tion of the reserve, and a consequent stoppage of 
44 payments; a danger against which it is easy to take 
44 adequate precautions, because in the cases which 
44 we are considering the drain is for foreign payments 
44 of definite amount, and stops of itself as soon as 
44 these are effected. And in all systems it is ad- 
44 mitted, that the habitual reserve of the Bank should 
44 exceed the utmost amount to which experience war- 
44 rants the belief that such a drain may extend; 
44 which extreme limit Mr. Fullarton affirms to be 
44 seven millions, but Mr. Tooke recommends an ave- 
44 rage reserve of ten.” 

This passage is false in its facts and illogical in its 
conclusions. In the first place it is false, in point of 
fact, that the theoretical principle of the Act of 1844 
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requires that all the drains of the metal which, if the 
currency were purely metallic, would be taken from 
the hoards, should be allowed to operate freely upon 
the reserve in the coffers of the Bank of England, 
without any attempt to stop it either by a diminution 
or by a contraction of credit. The theory of the 
Act requires the direct contrary. It expressly and 
absolutely requires that for every hundred pounds 
in gold withdrawn from the coffers of the Bank, the 
currency shall be contracted by the withdrawal of a 
hundred pounds from the note circulation; and it fur¬ 
ther requires, as a necessary effect of a contraction of 
the note circulation, that there shall be a correspond¬ 
ing contraction of credit. Again, it is contrary to 
fact to affirm, that there would be no well-grounded 
objection to allow a drain to act freely upon reserve 
in the coffers of the Bank, “ because when the drain 
“ is for foreign payments of a definite amount, it is 
“ easy to take adequate precautions against the danger 
“ of the exhaustion of the reserve, and a consequent 
“ stoppage of payment, by the adoption of Mr.Tooke’s 
“ regulations for maintaining a reserve at the average 
“ amount of ten millions.” vIn order to effect this 
object, Mr. Tooke proposes that the Bank rate of dis¬ 
count shall be kept above the market rate during a 
favourable exchange, so as to keep up the influx of 
bullion until the reserve shall be raised from the ave¬ 
rage amount of ten to fifteen millions; and that on the 
occurrence of an unfavourable 'exchange the Bank 
rate shall be kept below the market rate, so as to 
allow the drain upon the coffers of the Bank to pro¬ 
ceed, until the reserve shall be reduced from the 

average amount of ten to five millions. Now this 
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boasted arrangement, which Mr. Mill regards as an 
adequate precaution against the danger of an exhaus¬ 
tion of the reserve, and a consequent suspension of 
cash payments, has been tried and has been found 
wanting. The bullion in the Bank of England during 
the months of March, April, and May, 1838, exceeded 
by a slight fraction the average amount of ten mil¬ 
lions. In May, however, the exchanges became ad¬ 
verse, and a drain of gold set in. The Bank directors 
adopting, as it were by anticipation, Mr. Tooke’s me¬ 
thod of liquidating foreign debt, kept their rate of 
discount below the market rate, until the reserve was 

reduced from the average amount of ten to five mil¬ 
lions. What was the practical result of this adoption 
of the Mill-Tookean theory? The foreign debt had 
been increased by deficient harvests at home and de¬ 

ficient crops of raw material in America. Was the 
debt thus increased liquidated as, according to the 
doctrine laid down by Mr. Mill, it should have been, 
either wholly or in part, by the unrestricted exporta¬ 
tion of five millions of gold ? It was not liquidated 
either wholly or in part. New debt was incurred as 
fast as the old was discharged. Circulation and secu¬ 
rities were increased rather than diminished as the 
gold flowed out. There was no rise in the rate of 
discount, no fall in the prices of commodities or of 
securities. Speculation continued to be excited The 
excess of imports over exports continued to be main¬ 
tained. In June 1839, when upwards of five millions 
had been withdrawn from the reserve of the Bank to 
provide for foreign payments, foreign debts continued 
to accumulate, and before the drain could be arrested 
the Bank of England was reduced to the necessity 
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of averting a suspension of cash payments, by accept¬ 
ing a loan of two millions of treasure from the Bank 
of France. 

Such were the practical results of the adoption, in 
1839, of Mr. Tooke’s arrangements for securing the 
convertibility of the note circulation. The conduct of 
the Bank directors in venturing to adopt it drew down 
upon their unhappy heads the following unmitigated 
denunciation from Mr. Tooke himself. The denuncia¬ 
tion is contained in the self-same volume in which Mr. 
Tooke reiterates the unfailing efficacy of his proposed 
arrangement. This juxtaposition of denunciation and 
recommendation must be regarded as the climax—the 
culmination of Mr. Tooke’s inconsistency. We give 
Mr. Tooke’s denunciation of his own doctrine in his 
own words:— 

“ As the result of the impartial review in the prc- 
“ ceding pages of the management of the Bank, in as 
“ far as a judgment can be formed of it from its public 
“ measures, and from the monthly ‘ Gazette ’ returns 
“ of its liabilities and assets on the average of the three 
“ months preceding, the following appear to be the 
“ main points open to criticism. 

“ 1. The impatience manifested at the commence- 
“ ment of 1838 to reduce the stock of bullion. 

“ 2. The forcible operation of the Bank towards the 
“ close of 1838, for the purpose of extending its securi- 
“ ties by increased facilities for loans, at a time when 
“ the market rate of interest was rising above the 
“ Bank rate, and when the proceedings of the Banks 
“ in America (particularly with reference to the cotton 
“ trade), and the state of commercial credit on the 
“ Continent, were calculated to suggest, as a measure 
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“ of precaution on the part of the Bank, rather to re- 
“ cluce than to extend its securities. 

“ 3. The continuing during nearly six months, namely, 

“ till 16th May 1839, the same relatively low rate of 
“ interest, and the extended facilities for loans, not- 
“ withstanding the continued rise in the market rate 
“ of interest, and notwithstanding the notoriety of the 
“ large importations of American securities then in 
“ progress, the negotiation of which was of course 
“ greatly promoted by the comparatively low rate of 
“ interest and discount charged by the Bank. The 
“ effect of this state of things being, that the Bank 
“ had by the end of May lost five millions of treasure, 
“ while its securities had increased by upwards of 
“ three millions. 

“ 4. The inefficiency of the measures taken between 
“ May and July to stop the further progress of the drain. 

“ 5. The hesitation and inconsistency of the pro- 
“ ceedings of the Bank, in respect of the dead 
“ weight. 

“ 6. The recourse to the bankers of Paris for assist- 
4 ‘ ance: a measure the resort to which could not be 
“ justified on any ground but that of its being consi- 
“ dered as the only remaining resource against a 
“ suspension of cash payments; and doubtless it 

“ was the lesser evil, but so discreditable an expe- 
“ dient ought not to have been resorted to until the 
“ dead weight, or a considerable portion of it, had 
“ been converted, and such conversion found to be 
“ ineffectual. 

“ The general conclusion, with reference to the ma- 
“ nagement of the Bank, being, that while, a priori, 

“ the inference is irresistible, that there must be some- 
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thing essentially erroneous in the system, or in the 
“ regulation by which, in a state of profound peace, 
“ and without any counteraction from the country 
“ banks, the Bank of England should have sustained 
“ so narrow an escape from suspension of cash pay- 
“ ments; so it appears, by a reference to particulars, 

“ that the measures of the Bank were characterised 
“ by anything but a due and vigilant regard for the 
“ interests of the public in the maintenance of the 
“ convertibility of bank paper, or for its own credit, 
“ which has been much impaired in public estimation 
“ both at home and abroad, by its resort for aid to the 
“ bankers of Paris.” 

Let us return to Mr. Tooke’s co-labourer in the field 
of currency reform. Having affirmed that the theo¬ 

retical principle of the Act of 1844 requires that all 
drains of the precious metals, which, under a purely 
metallic currency, would be drawn from the hoards, 
should be allowed to operate without check upon the 
coffers of the Bank of England, Mr. Mill proceeds to 
say— 

“The machinery, however, of the new system in- 
“ sists upon bringing about by force, what its prin- 
“ ciple not only does not require, but positive^ 
“ condemns. Every drain for exportation, whatever 
“ may be its cause, and whether under a metallic 
“ currency it would affect the circulation or not, is 
“ now compulsorily drawn from that source alone. 
“ The bank-note circulation, and the discounts or 
“ other advances of the Bank, must be diminished to 
“ an amount equal to that of the metal exported, 
“ though it be to the full extent of seven or ten mil- 
“ lions. And this, be it remembered, when there has 
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44 been no speculative rise of prices which it is indis- 

64 pensable to correct, no unusual extension of credit 
44 requiring contraction, but the demand for gold is 
44 solely occasioned by foreign payments on account of 

44 Government, or large corn importations consequent 
44 on a bad harvest. 4 There is, at least, one object, 
44 therefore,’ says Mr. Fullarton,* 4 which would be 
44 effectually accomplished by acting on this system. 
44 It would be perfectly calculated, I think, to insure 
44 that no derangement of the exchange, or none, at 
44 least, subsisting in coincidence with anything like 
44 pressure on the money market, should ever be per- 
44 mitted to pass off, without one of those crises, 
44 hitherto fortunately of rare occurrence, but of 
44 which the results, when they have occurred, have 

44 been so extensive and deplorable.’” 
In the above passage, Mr. Mill’s misconceptions 

regarding the practical working of the Act of 1844 
are as total as were his previous misconceptions re¬ 
garding its theoretical principle. The machinery of 
the Act does not insist upon bringing about by force 

what its principle condemns. It does not require that 
every drain for exportation, whatever may be its 
cause, and whether under a purely metallic currency 
it would affect the currency or not, must be compulso¬ 
rily drawn from that source alone. The department 

of issue exerts neither force nor compulsion; it is 
purely passive. To adopt an Irish phraseology, it 
does its work by doing nothing. Its essential function 
is that of abstaining from every kind and species of 
interference with the proportions, as determined by 
the law of metallic equilibrium, between the amount 

* P. 137. 
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of money and the quantity of commodities. It is 
absolutely precluded from the exercise of any active 
function; it is acted upon by the exchanges, but it 
cannot act upon them. When the public demand gold 
in exchange for notes, it gives out gold in exchange 
for notes; and when they demand notes in exchange 
for gold, it gives notes in exchange for gold. In the 
former case the circulation contracts, and in the latter 
it expands; but it is self-evident that in either case the 
effect would not be produced by a forced and compul¬ 
sory action on the part of the Bank, but by the law of 
monetary equilibrium, and the action of the foreign ex¬ 

changes. A reference to the phenomena of the money 
market during the crisis of 1847, will show that the 
Act of 1844, instead of exercising a forced and com¬ 
pulsory action on the circulation, as Mr. Mill sup¬ 
poses, deprived the Bank of the compulsory action on 
the circulation which it had previously possessed. 
After the passing of the Act, the amount of the circula¬ 
tion out of the walls of the issue department, increased 
or diminished in exact accordance with the increase 
or diminution of the bullion; while previous to its 
passing, the circulation, instead of constantly conform¬ 
ing to the increase or diminution of the bullion, some¬ 
times increased as the bullion diminished, and dimi¬ 
nished as it increased. Let us refer to dates and 
figures. On the 4th April 1846, under the operation 
of the Act, the bullion in the issue department stood 
at 13,182,000/., the circulation out of its walls at 
27,183,000/.; and on the 19th September the bul¬ 
lion stood at 15,758,000/., and the circulation at 
29,758,000/., the increase of each being 2,576,000/. 
In 1838, under the old system, the bullion on the 
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3rd April stood at 10,126,000/., the circulation at 
18,987,000/.; and on the 14th September the bullion 
had fallen to 9,615,000/., while the circulation had 
increased to 19,665,000/., being a decrease of bullion 
by 511,000/., accompanied by an increase of circula¬ 
tion by 678,000/. Again, on the 30th October 1847, 
when the depression of that period had reached its 
lowest point, the bullion in the issue department stood 
at 8,009,490/., and the circulation out of its walls at 
22,000,000/., and on the 25th December the bullion rose 
to 11,609,075/., and the circulation to 25,609,075/.; 

while on the 12th December 1839, the lowest point 
of depression during the crisis of that period, the 
bullion stood at 2,887,000/., and the circulation at 
16,732,000/., and on the 7tli January the bullion rose to 
3,454,000/., while the circulation sank to 16,366,000/. 

Thus is it historically proved that under the Act of 
1844 the circulation uniformly expanded as the bullion 
in the issue department increased, and contracted as 
the bullion diminished ; and that, under tbe old system, 
the circulation occasionally increased as the bullion 
diminished, and diminished as the bullion increased. 
What was the cause of this remarkable difference 
between the practical operation of the two systems ? 
In 1847, as in 1839, there was a sudden diminution in 
the ordinary proportion of commodities and currency, 
and it became necessary, in order to restore that pro¬ 
portion, that there should be an exportation of gold 
and a contraction of the circulation. Why did the 
contraction of the circulation exactly correspond with 
the diminution of the bullion in one case, and not 
in the other ? For no other reason, save that in the 
one case the Bank directors were precluded from all 



3G8 EXAMINATION OF MILL’S CHAPTER 

compulsory action on the amount of the circulation, 
and that in the other they possessed and exercised the 
power of compulsory action. Under the Act of 1844 
the issue department is a simple reservoir through 
which the gold and paper currents, freed from all 

exterior pressure, ebb and flow in equal volumes and 
in the same direction. Under the former system, the 
Bank, exercising its double function of issue and dis¬ 
count, was a reservoir with a forcing pump attached, 
by which these currents were driven in unequal vo¬ 
lumes in contrary directions, and occasionally to the 
exclusion of the metallic stream. Mr. Mill, whose 
mental vision is somewhat obscure when directed to 
realities, is unable to perceive to which of these reser¬ 
voirs the forcing pump is attached ; and, consistent 
when in error, he joins with Mr. Fullarton in predict¬ 
ing, that on every occurrence of an adverse exchange 
and monetary pressure, the aggravated crisis caused 
by the former forcing system would be infallibly re¬ 
produced under the passive operation of the Act of 
1844. He goes on to ask, 

“Are not the events of 1847 a fulfilment of this 
“ prediction ? The crisis of that year was preceded 
“ by no inflation of credit, no speculative rise of 
“ prices. The only speculations (the corn-market ex- 
“ cepted) were those in railway shares, which had no 
“ tendency to derange the imports and exports of 
“ commodities, or to send any gold out of the coun- 
“ try, except the small amounts paid in instalments 
“ by shareholders in this country to foreign railways. 
“ The drain of gold, great as it was, originated solely 
“ in the bad harvest of 1846 and the potato failure of 
“ that and the following year, and in the increased 
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“ price of raw cotton in America. There was nothing 

“ in these circumstances which could require either a 
“ fall of general prices or a contraction of credit. An 
“ unusual demand for credit existed at the time, in 
“ consequence of the pressure of railway calls, and 
“ this necessitated a rise of the rate of interest. If 
“ the bullion in the Bank of England was sufficient 

“ to bear the drain without exhaustion, where was the 
“ necessity for adding to the distress and difficulty of 
“ the time, by requiring all who wanted gold for 
“ exportation, either to draw it from the deposits, 
“ that is, to subtract it from the already insufficient 
“ loanable capital of the country, or to become them- 
“ selves competitors for a portion of that inadequate 
“fund, thus still further raising the rate of interest? 

“ The only necessity was created by the Act of 
“ 1844, which would not suffer the Bank to meet 
“ this extra demand of credit by lending its notes, 
“ not even the notes returned to it in exchange for 

u gold.” 
Mr. Mill is an inaccurate observer. He lacks the - 

faculty of seeing things as they are. He seems as 
regardless of realities as if he denied, with Bishop 
Berkeley, the existence of an external world. 

In the passage just quoted the facts are so dis¬ 
torted, so changed in their dimensions, bearings, and 
aspect—so completely metamorphosed—that we fail to 
recognise them as the antecedents and consequents of 
the crisis of 1847. The whole passage does not con¬ 
tain a statement which is not either partially, or en¬ 
tirely incorrect, nor a conclusion which is not drawn 
from premises contrary to facts. It is a perversion 
of fact to say that “ the crisis of that year was pre- 

2 n 
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“ ceded by no inflation of credit, no speculative rise 
“ of pricesthe actual fact being that between March 
and September 1845, joint-stock speculations, for the 
immediate investment of capital, were entered upon to 
an extent involving a larger amount of capital than 
had ever before been invested in this country. 

It is a perversion of the fact to say that “ the 
44 speculation in railway shares had no tendency to 
44 derange the export and import of commodities, or 
44 to send gold out of the country.” The abstraction 
of capital, to the amount of one million a week, from 
the production of commodities to the construction of 

railroads, was one of the principal causes which con¬ 
tributed to diminish the ordinary proportion of com¬ 
modities to money, and consequently to increase the 
exportation of the gold thus rendered relatively re¬ 
dundant, and the importation of the commodities thus 
rendered relatively deficient. It was directly contrary 
to fact to affirm that there was nothing in the bad 
harvest, the potato failure, and the increased price of 
raw cotton in America, which could require either a 
fall of general prices or a contraction of credit. The 
enormous rise in the price of corn, which was at one 
time 1145. per quarter* in Mark Lane, diminished the 
consumption, and reduced the prices of all the leading 
articles other than food, while an extraordinary ex¬ 
penditure for foreign corn, to the amount of twenty 
millions in 1847, diminished loanable capital at the 
command of the Bank and other discount houses, and 
consequently contracted credit to such an extent, that 
the acceptances of some of the first merchants of 
London were charged with a rate of interest, which, 

* Hibbert, p. 16. 
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combined with commission, raised the deduction for 
discount to the rate of 10, 12, and even 15 per cent, 
per annum.* 

Misconceptions of the most extraordinary character 
are involved in the question, “ If the bullion in the 
“ Bank of England was sufficient to bear the drain 
“ without exhaustion, where was the necessity for 
“ adding to the distress and difficulty of the times by 
“ requiring all who wanted gold for exportation, either 
“ to draw it from the deposits, that is, to subtract it 
“ from the already insufficient loanable capital of the 
“ country, or to become competitors for a portion of 
“ that inadequate fund, thus still further raising the 
“ rate of interest ?” The implied assumption that the 
bullion in the Bank was sufficient to bear the drain 
without exhaustion is utterly erroneous. In the first 
place the highest amount of the bullion in the issue 
department, in 1847, was 14,258,000Z. on the 2nd 
January, while the extraordinary foreign payments on 
account of corn alone amounted to 20,000,000^. In 

the second place, against every hundred pounds in 
gold deposited in the issue department, a hundred 
pounds in bank-notes were issued to the public, so that 
the effect upon the amount of the circulation was 

exactly the same as if the gold itself had circulated 
instead of the notes. In the third place, had the gold 
been issued to the public in addition to the notes 
which represented it, the law of equilibrium would 
have driven the gold out of the country as fast as it 

passed out of the walls of the Bank, and a suspension 

of casli payments would have ensued. 
But the import of Mr. Mill’s question is rather ob- 

* Letter to the Chancellor of the Exchequer by Hubbard. 

2 b 2 
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scure. It would be difficult to believe that it was his 
intention to assume as a fact that the bullion in the 
Bank of England was sufficient to bear the drain with¬ 
out exhaustion, seeing that its highest amount in 

January 1847, was only 14,258,000/., while the foreign 
balance to be paid amounted to 20,000,000/., and that 
total exhaustion must have been the inevitable result 
of allowing this balance to b<5 drawn from the reserve 
of treasure in the Bank. And it seems all but incre¬ 
dible that Mr. Mill should have intentionally inferred 
that the drawing out of gold from the Bank for export¬ 
ation, and the competition of the exporters for a share 
of the diminished amount of loanable capital, were 
caused by the Act of 1844, inasmuch as they were the 
necessary effects of natural causes over which no con¬ 
ceivable regulation of the currency could by possibility 
have exercised control—effects which could not have 
been averted unless the directors of the Bank had, 
through some superhuman agency, assumed with the 
philosopher in ‘Basselas,’ the regulation of the seasons, 
or been endowed with the purse of Fortunatus, or 
invested with power “ to pluck bright metal from the 
“ pale-faced moon.” 

Mr. Mill, however, has relieved us from all uncer¬ 
tainty regarding the import of his question. He tells 
us in so many words that the only necessity for draw¬ 
ing out the gold, and subtracting it from the loanable 
capital of the country, was created by the Act of 1844, 
which would not suffer the Bank to meet the extra 
demand for credit by lending out its notes, or even 
the notes returned to it in exchange for gold. The 
failure of the potato crop, the deficiencies in the crops 
of corn and of cotton, and the consequent drain of 
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bullion, the diminution of loanable capital, the advance 
in the rate of interest, and the aggravated difficulty of 
the time, would all have been averted, had the Bank 
of England possessed, in 1847, that power of unlimited 
issue, the exercise of which, in 1839, landed it on the 
very brink of insolvency! 

“ The crisis of 1847 was of that sort which the 
“ provisions of the Act had not the smallest ten- 
“ dency to avert; and when the crisis came, the 
“ mercantile difficulties were probably doubled by its 
“ existence.” 

These are propositions, the contraries of which are 
true. The crisis of 1847 was of that sort which the 
provisions of the Act had a peculiar and a special 
tendency to avert; and when the crisis came, the mer¬ 
cantile difficulties were mitigated by its existence, 
while a second suspension of metallic payments was 
averted. In 1846-7, the diversion of one million a 
week from the production of commodities to the con¬ 
struction of railways, a deficiency in the supply of the 
cotton crop in America, and of the corn crops at home, 
with the almost total destruction of the staple food of 
one-third of the population, occasioned the greatest and 
the most sudden diminution in the quantity of com¬ 
modities which has been experienced in modern times. 
The balance due to foreign countries on account of the 
importation of food exceeded by many millions the 
amount of treasure in the Bank. Nothing could have 
enabled us to liquidate the adverse foreign balance, 
save a fall in the prices of commodities and of securi¬ 
ties, so decided as to invite foreign capitalists to 
become the purchasers of both. Had the Bank, as in 
1839, reissued the notes returned to it in exchange 
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for bullion for exportation, a contraction of the circu¬ 
lation, a rise in the rate of interest, and a fall in the 
prices of commodities and of securities, would have 
been postponed until the total exhaustion of the re¬ 
serve of gold, and the stoppage of the Bank, induced a 
universal collapse of credit. Fortunately this intensi¬ 
fication of the crisis was averted by the Act of 1844. 
The circulation out of the issue department was gra¬ 
dually contracted as the gold was withdrawn; and 
notwithstanding the error of the Bank directors in 
unduly diminishing the amount of the reserve in the 
banking department, the rise in the rate of interest, 
and the fall in the prices of commodities and securities, 
enabled us to effect sales of both to an extent sufficient 
to liquidate the enormous foreign balance without 
jeopardizing the convertibility of the currency.* The 
Act of 1844 is especially calculated to provide against 
such a crisis as that of 1847. On the 7th of August, 
when that crisis was at its height, the amount of 
bullion in the Issue Department of the Bank never fell 
below 8,634,000/. 

The Act of 1844 has triumphantly succeeded in 
accomplishing the primary object it was intended to 
secure—that of placing the convertibility of the bank¬ 
note beyond the reach of suspicion. 

Mr. Mill meets these recorded facts by conjectures 
and assumptions regarding processes which might by 
possibility have occurred. He says— 

“ I am aware it will be said, that by allowing 
“ drains of this character to operate freely upon the 

* The way in which the foreign debt of 1847 was liquidated is fully ex¬ 

plained by Mr. Hubbard in his letter to Sir Charles Wood, on the “ Monetary 
Pressure of 1847.” < 
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“ Bank reserve, until they cease of themselves, a con- 
“ traction of the currency and of credit would not be 
“ prevented, but only postponed; since, if a limitation 
“ of issues were not resorted to for the purpose of 
“ checking the drain in its commencement, the same, 

“ or a still greater limitation, must take place after- 
“ wards, in order, by acting on prices, to bring back 

“ this large quantity of gold, for the indispensable 
“ purpose of replenishing the Bank reserve. But in 
“ this argument several things are overlooked. In the 
“ first place, the gold might be brought back, not by 
“ a fall of prices, but by the much more rapid and 
“ convenient medium of a rise of the rate of interest, 
“ involving no fall of any prices except the prices of 
“ securities. Either English securities would be 
“ bought on account of foreigners, or foreign secu- 
“ rities held in England would be sent abroad for 
“ sale, both which operations took place largely 
“ during the mercantile difficulties in 1847, and not 
“ only checked the efflux of gold, but turned the tide 
“ and brought the metal back. It was not, therefore, 
“ brought back by a contraction of the currency, 
“ though in this case it certainly was so by a contrac- 
“ tion of loans. But even this is not always indis- 
“ pensable. For in the second place, it is not necessary 

“ that the gold should return with the same sudden- 
“ ness with which it went out. A great portion would 
“ probably return in the ordinary way of commerce, 
“ in payment for exported commodities. The extra 
“ gains made by dealers and producers in foreign 
“ countries, through the extra payments they receive 
“ from this country, are very likely to be partly ex- 

“ pended in increased purchases of English commo- 
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“ dities, either for consumption or on speculation, 
“ though the effect may not manifest itself with suffi- 

u cient rapidity to enable the transmission of gold to 
“ be dispensed with in the first instance. These extra 
“ purchases would turn the balance of payments in 
“ favour of the country, and gradually restore a por- 
“ tion of the exported gold; and the remainder would 
“ probably be brought back, not by a rise of the rate 
“ of interest in England, but by the fall of it in foreign 
“ countries, occasioned by the addition of some mil- 

“ lions of gold to the loanable capital of those coun- 
“ tries. If it were necessary to accelerate the process 
“ by an artificial action on the rate of interest in Eng- 
“ land, a very moderate rise would be sufficient, 
“ instead of the very great one which is the conse- 
“ quence of allowing the whole demand for gold for 
“ exportation to act suddenly and at once on the 
“ existing resources of the loan market.” 

These conjectures and speculations as to the manner 
by which a suspension of cash payments might by 
possibility have been averted, require no answer 
beyond that which may be supplied by a simple refer¬ 
ence to the manner in which, under the greatest tem¬ 
porary and most sudden destruction of commodity- 
wealth recorded in modern times, a suspension of cash 
payments was actually averted. 

Mr. Mill concludes his review of the theory and 
practical working of the Act of 1844, with the follow¬ 
ing remark:— 

“ Thus stand, according to the best judgment I am 

“ able to form, the advantages and disadvantages of 
“ the currency system established by the Act of 1844, 
“ of which, as it seems to me, the disadvantages 
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“ greatly preponderate. I am, however, far from 
“ thinking that on a subject at once so intricate and 
“ so new, a subject which has only begun to be under- 
“ stood through the controversies of the last few years, 
“ experience and discussion have nothing further to 
“ disclose. I give the foregoing opinions as the results 
“ to which I have been guided by the lights that have 
“ hitherto fallen on the subject; conscious that addi- 
“ tional lights are almost sure to be struck out when 
“ the knowledge of principles and of facts necessary 
“ for the elucidation of the question becomes united in 
“ a greater number of individuals.” 

It is satisfactory to learn from this concluding pas¬ 
sage, that Mr. Mill does not belong to the category 
designated by Mr. Fullarton as “ the deaf fanatics, 
“ whom the voice of truth and reason cannot reach.” 
As his mind is still open to the reception of additional 
evidence, let us hope that on further inquiry, he will 
endeavour to re-establish, what no hand other than his 
own could have impaired—the reputation, as an ad¬ 
vanced and original thinker, which had been justly 
awarded to the author of ‘Unsettled Questions in 
Political Economy.’ 
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CHAPTER VII. 

ON THE EFFECT OF THE NEW SUPPLIES OF GOLD UPON 
THE CURRENCY OF THE AUSTRALIAN COLONIES. 

The anomalous state of the Australian money market, 
subsequent to the discovery of the gold-fields, presents 
a striking illustration of the limitations to which, in 
their practical applications, theoretical principles are 
liable. No induction within the compass of com¬ 
mercial science rests on a wider basis of fact and 
experience, than the principle, that variations in the 

value of raw materials extend to finished goods. It 
would sound like an absurdity, almost like a contra¬ 
diction in terms, to affirm that a deficiency in the 
supply, and a rise in the price of bread, had been 
caused by an excess in the supply, and a fall in the 
price of corn. Previous to the discovery of the 
Australian gold-fields, no one acquainted, whether 
practically or theoretically, with commercial and ex¬ 
change transactions, would have ventured to main¬ 
tain that the value of a manufactured article could be 
raised by a fall in the value of the material of which 
it is composed. But political economy has no uni¬ 
versal truths. Its abstract principles are practically 
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correct, in those cases only in which the circumstances 
to which they are applied coincide with those from 
which they are deduced. When this coincidence 
does not exist, scientific conclusions are contrary to 
facts. An economist who should have adopted, as a 
universal truth, the theoretical principle, that varia¬ 
tions in the value of raw materials extend to finished 
goods, would have confidently predicted that the great 
increase in the supply and fall in the value of gold in 
Victoria and New South Wales, would have lowered 
the value of money throughout the Australian markets. 
That a rise in the value of currencies consisting of gold 
coin, and of bank-notes convertible into it, should 
have been caused by an increase in the supply, and a 
fall in the value of gold, would have appeared to such 
a theorist as incredible as the existence of a miracle 
appeared to David Hume. Nevertheless the most 
implicit follower of Hume must admit that the com¬ 
mercial miracle—the rise in value of money from a 
fall in the value of gold—is established by testimony 
which it is impossible to resist. 

The peculiar circumstances which reversed, in Aus¬ 

tralia, the general law, that the value of money con¬ 
forms to that of the material of which it is composed, 
admits of an obvious explanation. In England, 
where the Mint is open, and where no seignorage 
is charged, gold in the form of coin is of the same 
value as gold in the form of bullion, because either 
can be converted into the other without loss. The 
slightest fall in the market price of bullion sends gold 
to the Mint, while the slightest rise in the market 
price of bullion sends coin to the melting-pot. Hence 
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an ounce of gold, as bullion, and an ounce of gold, 
as coin, are always maintained at the same value in 
relation to each other; and as by the regulation of 
the Mint, an ounce of gold is coined into 31. 175.10id., 

the price of an ounce of gold in the market, as at the 
Mint, must always be, with scarcely any variation, 
31. 17s. 10 id. 

The case has been altogether different in Australia. 
There was no Mint there. While the increased 
supplies of gold thrown upon the market for sale 
increased the demand for coin, an increased supply 
of coin could not be produced. While the value 
of gold, in bullion, fell from increased supply, the 
value of gold, in coin, rose from increased demand. 
The rise in the value of money, and the fall in the 
value of the material of money, proceeded to such 
an extent, that while the price of gold in the British 
markets continued at 77s. 10id. per ounce, the price 
in the Australian markets sank to 60s., 50s., and even 
40s. per ounce. 

This anomalous difference between the value of 
money and of gold produced some novel results, 
which it may be expedient to state and to explain. 

The difference between the value of coined and 
uncoined gold occasioned the establishment of a cross, 
or counter trade in gold, between England and the 
Australian colonies. Gold, as merchandise, was less 
valuable in Sydney and Melbourne than in London, 
while gold, as money, was more valuable in Sydney 
and Melbourne than in London. Hence, while nug¬ 
gets and dust were exported from the colonies to 
England, sovereigns were exported from England to 
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Australia. Mr. Bell, the experienced and able ma¬ 
naging director of the London Chartered Bank of 

Australia, has stated in his instructive publication, 
‘ The Philosophy of Joint-Stock Banking,5 that the 

loss to the colonies, including risk, expense, and 
delay of remitting gold to England, to be returned 
in coin, was estimated at not less than 20 per 
cent.* 

The exportation of gold, and the importation of 
coin, had an important effect upon the course of ex¬ 
change between England and Australia. Previous 
to the gold discoveries, and while gold was an im¬ 
ported commodity in both countries, the exchanges 
between London and Melbourne or Sydney were 
determined on ordinary commercial principles, and 
their alternate deviations from par, whether adverse 
or favourable, were limited to the cost of transmitting 
specie. As often as the amount of wool, tallow, and 
copper, exported to England was equal to the amount 
of British goods imported in return, the amount of the 
bills which the importing merchant had to pay in 
England equalled the amount of those which the ex¬ 
porting merchant had to receive in England; debts 

were balanced by credits, and no remittances in 
specie were effected. The exporting merchants sold, 
while the importing merchants purchased, bills pay¬ 

able in England ; the bankers and brokers through 
whom the transactions were conducted, charging 
upon each a slight per centage. Subject to this per 
centage the currencies of the colonies were of the 
same value as the currency of England, a given sum 

* Philosophy of Joint-Stock Banking, p. 101. 
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in colonial currency purchasing a bill upon London 
for a similar sum in British currency. 

This monetary equilibrium between Australia and 
England was of course disturbed as often as the co¬ 
lonial exports exceeded or fell short of the imports. 
When the exports were in excess, bills upon England 
fell to a discount, because the amount of those which 
exporters offered for sale exceeded that of those which 

importers wished to purchase ; and when imports were 
in excess, bills upon England rose to a premium, 
because the amount of those which importers desired 
to purchase exceeded that of those which importers 
offered for sale. In the former case sovereigns 
were imported, in the latter they were exported; 
the cost of their transmission constituting the limit 
beyond which the price of bills could not for any 
permanency either fall below or rise above par. The 
cost of transmitting sovereigns also constituted the 
limit beyond which the value of the currencies of the 
colonies could not, for any permanency, either rise 
above or fall below the value of the currency of Eng¬ 

land. When exports exceeded imports, the price in 
the colonial currency of a bill upon England for any 
given sum could not permanently fall short of that 
sum by more than the cost of importing its amount in 
sovereigns; and when imports were in excess of ex¬ 
ports, the price of a bill upon England for any given 
sum could not permanently exceed that sum by more 
than the cost of providing for it by the transmission of 
its amount in sovereigns. 

This brief exposition of the ordinary exchange 
transactions between England and Australia while 
gold was an imported article in both, will aid us in 
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acquiring a distinct conception of the alterations which 
these transactions underwent, on gold becoming a 
permanent staple in the Australian exports. 

When Australia became an exporter instead of an 

importer of gold, the value of gold became less 
valuable, by the cost of transmission, in Sydney and 
in Melbourne than in London; and had a branch of 
the Royal Mint been established in. Australia, and had 

the colonial coinage, equally with the British coinage, 
been exempt from seignorage, then, the currencies of 
the colonies would also have been of less value, by 
the cost of transmitting gold, than the currency of 
England; for in this case the value of gold in Aus¬ 
tralia, when invested with the character of money, 
would have been identical with the value of gold 
while retaining the character of merchandise. Stand 
ard coin and standard bullion would have been equally 

eligible as articles of export, and it is self-evident 
that standard coin could not have been exported 
from Australia to England unless the convertible 
currencies of Australia should have been of less 
value, by the cost of the exportation, than the cur¬ 
rency of England; or, to express the same thing 
in other words, unless the price in Australian cur¬ 
rency of a bill for 100/., payable in London, should 
have exceeded 100/. by the cost of transmitting a 
hundred sovereigns. 

It is abundantly evident that had there been a free 
mint in Australia, as in England, the only permanent 
effect which the new supplies of gold could have 
produced upon the exchange transactions between the 
colonies and England, would have been that of keep¬ 
ing colonial bills drawn upon England at a premium 
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equivalent to the cost, including bankers’ commission, 
of transmitting specie. 

When two countries, having commercial transac¬ 
tions with each other, are both importers of gold, the 
course of exchange may be in favour of either, and 
the balance of payments will alternate between them ; 

but when commercial transactions take place between 
two countries, one .of which is an importer, and the 
other an exporter of gold, the course of exchange 
must always be against the exporting and in favour 
of the importing country. Obvious as the truth of 
this position may appear, it has been occasionally 
controverted. It has been contended that the same 
law which governs the rate of exchange between two 
countries, both importers of gold, also governs it be¬ 
tween two countries, one an importer and the other 
an exporter of gold ; and that in a gold-exporting, no 
less than in a gold-importing country, an excess in 
the amount of exports over imports may so increase 
the supply of bills payable in the foreign market, as 
to reduce them from a premium to a discount: or, in 
other words, to raise the value of the currency of the 
gold-exporting in relation to the currency of the gold¬ 
importing country. 

The answer to this objection is, that when in a gold- 
producing country having a free Mint, an excess of 
exports over imports—whether that excess consists of 
the precious metals or of other commodities—so in¬ 
creases the supply of foreign bills as to cause the 
premium upon them to be less than the cost of trans¬ 
mitting gold, the gold-producing must cease to be a 
gold-exporting country. No one would transmit specie 
to a foreign market should the premium of a bill drawn 
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against it be less than the cost of the transmission. No 
one would send a hundred sovereigns from Australia 

to England at a cost, say of 3/., were the price in the 
Australian market of a bill upon England for 100/. 
below 103/. It is quite possible that there might 
arise in the British markets such an increase in the 
demand for tallow, wool, and copper, as would cause 
the amount of the exports from Australia to exceed 
the amount of British goods imported ; but it is quite 
impossible that, in this state of the market, gold should, 
under a free colonial Mint, form an item in the exports 

of Australia to England, because, in this state of the 
markets, a bill upon England for 100/. could be pur¬ 
chased in Australia for less than 100/., and it would be 
the interest of all parties in Australia having payments 
to effect in England, to effect them by purchasing bills, 
instead of by remitting cash. But, while it may be 
possible that such states of the money markets should 
occur, it is quite impossible, so long as Australia 
continues to be a largely gold-producing country, that 
they should be permanent. The discount upon bills 
upon England would operate as a bounty on imports 
and as a tax upon exports, while, still assuming the 
existence of a free local Mint, the accumulation of 
treasure from the diggings would lower the value of 
the currency, raise prices, and still further invite im¬ 
ports and arrest exports, until the exchanges should be 
restored to that permanent level at which bills upon 
England could be purchased in Australia at a discount 
equivalent to the cost of transmitting gold. 

Having thus seen that, had there been in Australia 

as in England a free Mint and a costless coinage, 

the effect of the gold discoveries would have been to 
2 c 
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keep the currencies of Australia at a permanently 
lower value than British currency, by the cost of 
transmitting gold from Australia to England,—let 
us now proceed to consider the manner in which the 
withholding from the colonies the liberty of coinage 
reversed this natural result, and rendered the Aus¬ 
tralian currencies more valuable than the currency 
of England, by the double cost of exporting nuggets 
and importing sovereigns. 

The currencies of the Australian colonies consist 
of the standard coins of the British Mint, and of bank¬ 
notes convertible into such coin upon demand ; and 
the colonial banks are under the necessity of main¬ 
taining in their coffers an amount of coin sufficient 
to secure the convertibility of their notes. On the 
discovery of the gold-fields, the sudden and vast 
increase of mineral wealth caused a corresponding 
increase in the demand for currency—in other words, 
for notes and coin. But the banks could not, with 
safety to their coffers, supply the additional demand 
for notes until they could themselves obtain an 
additional supply of coin; and this could only be 
obtained by the tedious process of exporting bullion 
and importing sovereigns. Thus, while the value of 
bullion declined from increased supply, the value of 
coin and of convertible notes advanced from deficient 
supply. The market price of gold, which, had there 
been a free colonial coinage, could not have deviated 
from the Mint price of 31. 17s. 10i<A, sank to 31., to 
21. 10s., and, in some instances, to a still lower price; 
while the price of bills upon England which, with free 
coinage, would have borne a premium equivalent to 
the cost of transmitting bullion, fell to a discount 
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equivalent .to the double cost of transmitting bullion 
and importing coin. This cost, as we have seen, was 
estimated by Mr. Bell, the manager of the London 
Chartered Bank of Australia, at 20 per cent. 

The double cost incurred by the exportation of 
bullion and the importation of coin, formed but a 
small part of the injury resulting from the want of a 
colonial mint. The new gold was divested of the 

« 

character of money. It was neither a measure of 
value, nor a medium of exchange, nor a legal tender. 
It could make no purchase, except in the way of 

barter. It could satisfy no legal demand, and it 
could close no pecuniary transactions. Instead of 
supplying the increased demand for currency, it was 
itself the cause of that increased demand. The 
circulation was rendered deficient in relative amount, 
and was increased in value, as the universal money 
of the world was increased in quantity and reduced 
in value. 

The difference between the value of bullion and 
of coin was the measure of the immediate loss inflicted 
on the diggers. But the injury was not confined to 
them : it extended to all. The labouring population 
abandoned their accustomed occupations, and rushed 

to the gold-fields. The flocks were neglected, the 

fields were untilled, and all the branches of colonial 
industry, save that of gold-digging, appeared to be 
sinking into a state of suspended vitality. 

Foreign transactions were scarcely less paralyzed 
than home production. As the expense and delay 
attending the importation of coin enhanced the value 
of the currency, bills drawn against exports fell to a 
heavy discount; and while this rise in the value of 

2 o 2 
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currency reduced the prices of wool and tallow and 

copper to their producers, the fall in the price of 

bills upon England was a deduction from the profits 

of exporters. Nor was the loss which the state of 

the exchanges inflicted upon the exporter balanced 

by a corresponding advantage conferred on the 

importer. The latter did not gain all that the 

former lost. For while the state of the exchanges 

held out a bounty upon the importation of foreign 

goods, the loss suffered by the producers of the new 

gold in exchanging it for coin, diminished their 

power of consumption, and rendered the demand for 

foreign goods less than it would otherwise have 

been. 

Again, the rise in the value of the currency had 

a seriously injurious effect upon commercial credit. 

Existing contracts were deranged. Those who had 

entered into pecuniary engagements previous to the 

sudden and anomalous enhancement of the circula¬ 

tion, were involved in unexpected and inevitable 

difficulties. Debtors, dealers upon long credit, and 

producers were impoverished; creditors, moneyed 

capitalists, and the recipients of fixed incomes, were 

enriched, while fortunate adventurers bounde’d into 

unlooked-for opulence. 

The profits of the bankers became enormous. The 

absence of a colonial Mint conferred on these esta¬ 

blishments a species of monopoly in the gold disco¬ 

veries. They purchased gold in the form of dust 

or nuggets at 60s. per ounce, sold it in England at 

77s. 9d. per ounce, and reimported it in the form of 

sovereigns, to be readvanced in the purchase of un¬ 

coined gold at 60s. per ounce. But the extraordinary 
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rate of profit tlins derived from tlie exportation of 

bullion and importation of coin, formed the smallest 

portion of the advantage accruing to the banks. The 

absence of a mint gave a scarcity-value to the im¬ 

ported coins, and this scarcity-value was not confined 

to that portion of the currency wThich consisted of the 

imported coin, but was communicated to the whole of 

the bank-note circulation convertible into it. Hence, 

as the rapid increase of population and of mineral 

wealth caused a corresponding increase in the demand 

for currency, the bank that imported one hundred 

sovereigns, and added them to its cash reserve, 

might, without departing from the received principles 

of legitimate banking, issue, upon interest-bearing 

securities, additional notes to the amount of three or 

four hundred pounds. Had the new surplus of gold 

been convertible into money by a free colonial Mint, 

the banks could not have absorbed so vast a propor¬ 

tion of the mineral wealth of the colonies at the 

expense of the diggers and of the community at large : 

the whole of the exported treasure would have been 

paid for, not in sovereigns, but in commodities; and 

all the evils consequent upon a sudden increase in the 

value of the currency would have been averted. 

These evils, as before stated, fell with most severity 

on the debtor classes, upon mortgagees, dealers upon 

credit, and all persons having fixed engagements to 

discharge. Those only who are aware of the extent 

to which the system of credit and deferred payments 

has prevailed in Australia, can form an adequate con¬ 

ception of the embarrassment and pecuniary derange¬ 

ment which, coincidently with the vast increase of 

mineral wealth, resulted from the increased value 
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of the currency, as indicated by a fall in the price 
of bills upon England, from the ordinary par to a 
discount of 10 per cent. 

The fall in the price of bills upon England is thus 
explained by Mr. Bell:—44 The principal exports 
“ from Australia to Europe, like those from many 
44 other parts of the world, are not spread equally 
“ over the whole year, but press more heavily at par- 
44 ticular seasons. Thus the influx of wool, from 
“ November to February, occasions a demand for 
44 money against that produce ; numerous bills are 
44 drawn against the anticipated proceeds in Europe, 
44 and offered to the banks and private parties for 
44 discount, to an extent which often occasions a con- 
44 siderable depression in their value. The introdue- 
44 tion of a new article of export in the shape of gold 
44 has, of course, added to the difficulties attending the 
44 operations of exchange. The value of gold exported 
44 in two months only, namely, in December and 
44 January 1851-2, was nearly as great as that of the 

44 whole annual export of the general produce of the 
44 colony previously. The enlarged application to the 
44 banks produced the usual effects in all such cases. 
44 The exchange on London increased to 10 per cent. 
44 upon drafts at thirty days’ sight, and the rate of 
44 advance upon gold fell from 55,s. and 50s. per 
44 ounce to 40s. Much of the pressure was with- 
44 drawn upon this change, and parties preferred to 
44 await returns from London for the gold consigned 
44 there, to accepting advances of money under such 
44 disadvantages, or to the forcing of sales at prices 
<4 which this rate of exchange had so greatly reduced. 

44 On the first discovery of the gold-fields the ex- 
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“ portation of gold was conducted in the following 
“ manner: it was remitted from the colonies to Eng- 
“ land, to be returned back chiefly in the form of 
“ coin. The risks, expenses, and delay of these re- 
“ mittances were lost to the colonies, and this opera- 
“ tion, with all its attendant agencies, was estimated 
“ to occasion an average loss of not less than 20 per 
“ cent. This average loss of 20 per cent, in sending 
“ gold to London, in dust, nuggets, and bars, and re- 
“ ceiving it back in coin, partly suggested the idea of 

“ a colonial Mint; but with an assay-office properly 
“ constituted, and banks privileged to issue notes upon 
“ the deposit of bullion, this heavy loss upon the re- 
“ mittance of gold to London might be entirely avoided. 

“ The banks of Australia issue notes of various de- 
“ nominations, from 11. upwards ; the use of gold, 
“ therefore, as a currency, must necessarily be limited 5 

“ yet a great deal has been written on the advan- 
“ tages of a colonial Mint for coinage of gold into 
“ sovereigns. In a colony enjoying the privilege of 
“ issuing paper money, the advantage of a Mint ap- 
“ pears very doubtful. Gold, so abundantly obtained 
“ in Australia, is not required for circulation, it is 
“ simply an article of merchandise. It is bought by 
“ the local banks, they issue their own notes or bills 
“ on London in payment; if by the gold brokers, it 
“ is paid for in bank-notes. All that is wanted is a 
“ Government office of assay, to certify the quantity 
“ and quality of gold in bars or ingots. This is done 
“ at present chiefly by private individuals. Now, it 
“ is well known that these private assays have, in 
“ innumerable instances, proved very different from 

“ the assays at the Bank of England; the assays of 
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“ some gold in the colonies and in London have ex- 
“ liibited a most unaccountable disparity. The ne- 
“ cessity of a Government assay is above all question, 
“ but the utility of a branch of the Royal Mint is, as 
“ already remarked, very questionable. The legisla- 
“ ture of Sydney recently advanced a large sum of 
“ money towards the establishment of a branch of the 
“ Royal Mint, which they at length succeeded in ob- 
“ taming; but it is believed that the expense of its 
“ maintenance, and the little coinage required in that. 
“ colony, are gradually awakening them to the fact 
“ that it is an institution with which they may safely 
“ dispense.” * 

After much pressure and deliberation, and after 
having actually received remittances for the requisite 
machinery, the Home Government gave a reluctant 
sanction to the establishment of colonial Mints. The 
Treasury issued a very elaborate minute upon the sub¬ 
ject, and in a despatch addressed to the Governor- 
General of Australia, and dated 20th February 1852, 
Earl Grey, then Colonial Secretary, stated in the fol¬ 
lowing passage his reasons for regarding the measure 
as one of very doubtful expediency :— 

“ In considering the question whether it is desirable 
“ to establish a colonial Mint, you will bear in mind 
“ that it would be unsafe to infer from the apparent 
“ want of a ready mode of converting gold into coin, 
“ which was experienced during the first few months 
“ alter the discovery of gold in the colony, that the 
“ same want would continue. The value of gold 

* A local Mint could not be safely dispensed with, unless notes issued 

against standard bullion were made a legal tender. This is implied in 
Mr. Bell s statement. 
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“ thrown upon the market in a short time, when this 
“ unexpected discovery took place, was so large in 
“ proportion to the capital available for its purchase, 
“ and to the amount of coin then in the colony, that a 
“ great fall in the price of gold-dust and of uncoined 
“ gold generally was to be expected in the first in- 
“ stance. Accordingly it appears that gold has been 
“ sold in the colony at 60s. an ounce, and even, I be- 
“ lieve, in some cases at a lower price, although its 
“ intrinsic value is known to be 77s. 10id.; but the 
“ profit derived from the purchase of gold at so low a 
“ rate cannot fail to attract capital from other quar¬ 
ters, and especially from-this country, into the 
“ business, and the deficiency of coin to carry on the 
“ increased transactions arising from the discovery of 
“ gold, is certain to be in like manner supplied by 
“ those who will find it advantageous to make remit- 
“ tances in this form ; accordingly I am informed 
“ that a large amount of capital, and considerable re- 
“ mittances of specie, have already been sent to the 
“ colony, and this process will certainly continue so 
“ long as high profits can be made by it, and it is 
“ thus shown to be required. But I entertain no 
“ doubt that in a very short time the price of uncoined 
“ gold will rise, and will approach so near the value 
“ the metal would bear when coined, as merely to 

“ leave the usual rate of mercantile profit on the trails- 
“ mission of gold to this country to be converted into 
“ coin; but whether gold is remitted to this country 
“ for the purpose of being coined, or is coined on the 

“ spot, the expense will directly or indirectly fall 
“ upon the colony, and more particularly on those by 
“ whom the gold is found.” 
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In the above passage Earl Grey took a narrow, 
and, therefore, an erroneous view of the question at 
issue. While he saw with sufficient distinctness that 
the difference between the price of coined and uncoined 
gold must cause a large importation of coin, and that 
the effect of the increasing supplies of sovereigns must 
be to diminish the difference between the value of 
coin and bullion, his vision did not expand from these 
immediate results to the remote effects upon the ex¬ 
changes, and through the exchanges on all the 
branches of home production and external trade, which 
could not fail to result from the process of sending 
gold from Australia to England, in order to be passed 
through the British Mint, and returned back to the 
colonies in the form of coin. Upon his Lordship’s own 
showing, the effect of this process must be to make 
coin more valuable than bullion by the cost, including 
the ordinary rate of mercantile profit, of exporting 
the one and importing the other; but, with a free 
colonial Mint, coin and bullion would be of the same 
value. It follows, as a necessary consequence, that 
colonial currency, consisting of British coin and notes 
convertible into it, must be more valuable, by the cost of 
a double transit, than colonial currencies, consisting of 
colonial coin and of notes convertible into colonial coin. 

Gold, as we have already seen, must be less valu¬ 
able in Australia than in England by the cost of 
transit, and therefore a currency convertible into 
standard bullion in Australia must also be less valu¬ 

able, by that cost, than a currency convertible into 
standard bullion in England. But this is not all; the 

currency of Australia was convertible, not into native 
bullion, but into British coin, and British coin was 
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more valuable in Australia than in England by the 
cost of transit. The two following conclusions are, 
therefore, strictly demonstrable : 1st. That so long as 
Australia continues to be a gold-exporting country, a 
colonial currency, if based upon a colonial coinage, 
must be less valuable than British currency, by the 
cost of transmitting gold from Australia to England. 
2nd. That the Australian currencies, while based upon 
a British coinage, must be more valuable than British 
currency, by the cost of transmitting sovereigns from 
England to Australia. 

Lord Grey’s assumption that when bullion is ex¬ 
ported to be reimported as coin, the permanent dif¬ 
ference between their values cannot be more than 
sufficient to yield the ordinary mercantile profit upon 
the capital employed in the transaction, would not, 
even were it in accordance with fact, be a valid ob¬ 
jection to the establishment of a colonial Mint. Why 
should any portion of the capital of the colonies be 
employed in a transaction so useless and so wasteful ? 
The arguments in favour of a colonial Mint were, 
that it would extinguish the difference between the 

value of coined and uncoined gold; disengage for 
productive occupation a considerable portion of 
capital then wholly unproductive; and prevent a 
large and fruitless expenditure on account of freight, 
insurance, and risk. Lord Grey replied to these ar¬ 
guments, not by showing that a colonial Mint could 
not remedy the existing evils, but by affirming the 
fact, that, in the absence of a Mint, they must con¬ 
tinue to exist. He admitted that there would be a 
permanent difference between the value of bullion 
and of coin, measured by the cost of the double 
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transmission, and that a portion of the colonial capital 
would be expended in the unproductive business of 
effecting it. 

But Lord Grey’s assumption that the price of un¬ 
coined gold will rise and approximate so near the 
value the metal would bear when coined, as merely 
to leave the usual rate of mercantile profit on the 
transmission of gold to this country to be converted 
into coin, must be received with considerable limita¬ 
tions. It is true that in the absence of a colonial 
Mint the price of uncoined gold would have a ten¬ 
dency to approximate to, and to settle at, the level at 
which the profit upon the importation of coin would 
not exceed the ordinary mercantile rate. But then 
it is also true, that, under the frequently-recurring 
fluctuations of trade, this tendency would be counter¬ 
acted, and that the price of uncoined gold would at 
one time rise so high as to leave no profit at all upon 
the importation of coined gold, and at another time 
would fall so low as to yield upon the importation of 
coin a profit considerably above the ordinary rate. 

In the ordinary states of trade, and when nothing 
occurred to cause either an increase or a diminution 
in the demand for the colonial currencies, the value of 
imported coin and of uncoined gold would be so nearly 
equal as to reduce the profit on the importation of 
coin to the ordinary mercantile level. But let the 
supply of the colonial currencies become, from any 
cause, either excessive or deficient, in relation to the 
supply of commodities, and then, in either case, an 
immediate change would take place in the relative 
value of coined and uncoined gold. Should the 
existing amount of currency become excessive in 
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relation to commodities, from a diminution of home 
production, or of foreign importation, then coin 
would become an article, not of importation but 
of exportation, in common with bullion. But, as 
an article of export, the value of coin can be neither 
greater nor less than that of bullion. In the case 
under consideration the difference between the 
value of coined and uncoined gold would disappear. 
Both would be exported, and the value of both 
would be less in the colonies than in the countries 
to which they were exported, by the cost of trans¬ 
mission. Hence the value of the colonial cur¬ 
rency would be lower than that of British currency, 
by the same cost. The exportation of coin would 
diminish the cash reserves of the banks ; and the 
banks would protect their coffers by a correspond¬ 
ing contraction of their issues, until the ordinary 
proportion between the amount of the circulation 
and the quantity of commodities should be restored. 

On the other hand, as often as an increase of home 
production or of foreign trade should cause the 
amount of the circulation to bear a less than ordinary 
proportion to the quantity of commodities, results 
directly the reverse of those above described, would 
be produced. In this case the relative deficiency of 
the circulation would create a demand for such an 
increased amount of coin as might enable the banks, 
without danger to their coffers, to make good that 
deficiency by increased issues. But in the absence of 
a colonial Mint, the demand for an additional amount 
of coin could only be supplied by importations of 
sovereigns from England. Many months must elapse 

before these could arrive; and, during the long period 
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of unsatisfied demand, the value of coin would exceed 
the value of bullion by an amount considerably ex¬ 
ceeding the cost of sending bullion to be converted 
into coin, and returned as such to the colonies. In 
all cases in which increased production or extended 
trade creates a demand for additional circulation, the 
assumption upon which the argument of Earl Gfrey 
proceeds would be contrary to facts. Had a local 
Mint been denied to Australia, every diminution in 
the demand for circulation, whether arising from 
diminished home production or diminished trade, 
would have reduced the value of coin, in relation 
both to uncoined gold and to commodities, below the 
level at which sovereigns could be profitably im¬ 
ported ; while every increase in the demand for 
circulation, whether arising from an increase in home 
production or foreign trade, would have raised the 
value of coin, in relation both to uncoined gold and to 
other commodities, above the level at which the import¬ 
ation of sovereigns yields ordinary mercantile profits. 

These fluctuations in the value of coin, or, in other 
words, in the price of uncoined gold, would be accom¬ 
panied by corresponding changes in the value of the 
local currencies, and in the rates of the foreign ex¬ 
changes ; and while the colonial currencies consisted 
of British coin and of bank-notes convertible into it, 
every diminution in the demand for circulation, 
which so reduced the value of coin as to render it, 
in common with uncoined gold, an article of export, 
would have rendered the colonial currency less 
valuable than British currencies, by the cost of 
transmitting sovereigns to England; while, on the 
other hand, every increase in the demand for cir- 
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culation, which caused an importation of coin, would, 
during the period that preceded the actual arrival 
of the importation, have rendered the colonial 

currencies more valuable than British currency, not 
only by the cost, including the usual rate of profit 
of importing sovereigns, when at their ordinary value, 
but by that cost including the extra rate of profits 
yielded by importing them when at a scar city-value. 

Had a colonial Mint been withheld, these fluctua¬ 
tions in the value of the colonial currencies would 
have been accompanied by corresponding variations 
in the rate of the foreign exchanges. As the value 
of currency declined, bills upon England would have 
borne a premium equivalent to the cost of export¬ 
ing sovereigns; and as the value of the colonial 
currencies rose, bills upon London would have been 
at a discount equivalent to the cost of importing 
sovereigns. 

It has been already shown that these deep fluctua¬ 
tions in exchange transactions could not occur under 
the establishment of a colonial Mint. Make the new 
supplies of gold immediately convertible into coin, 
and the value of coin and of bullion will be identical. 
The price of gold will never fall below the Mint price 
of 3/. 17s. 10As the production of additional 
quantities of gold creates a demand for additional 
circulation, that demand will be instantaneously sup¬ 
plied. So long as Australia continues to be a gold- 
producing and gold-exporting country, so long will 

the value of the colonial currency be less than that of 
British currency, and bills upon England be at a 
premium equivalent to the cost of exporting gold to 
England. 
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In England, as in Australia, the vicissitudes of 
trade occasion alternate expansions and contractions 
of the circulation. An abundant harvest, or an 
increase of exports, causes an influx of gold, and the 
currency expands ; a deficient harvest, or a diminu¬ 
tion of exports, causes an efflux of treasure, and the 
currency contracts. In the former case, money 
becomes abundant, commercial confidence becomes 
high, and trade becomes flourishing; in the latter, 
monetary pressure is induced, confidence declines, 
trade is paralyzed, and prices continue to fall, until 
increased exports and diminished imports turn the 
exchange in our favour, and replenish the exhausted 
coffers of the banks. Now, if we can realize to 
ourself the effect which would be produced upon the 
money market in this country should the Government, 
under these latter circumstances, shut the Mint for a 
period of six months, and at the same time prohibit the 
banks from issuing notes against the uncoined gold 
flowing into their coffers—if we can picture forth the 
industrial devastation which would have aggravated 
the commercial crisis of 1836, 39, and 47, had the re¬ 
lief afforded in these years, as the exchange turned in 
our favour, been withheld by a legislative enactment 
suspending the coinage of gold, and interdicting the 
issue of notes against the uncoined metal—if we can 
succeed in doing this, then shall we be enabled to 
acquire some distinct perception of the manner in 
which the absence of a Mint, and the impossibility 
of monetising the new supplies of gold, contributed 
to prolong, and to aggravate, the severe commercial 
crisis through which the Australian colonies have 
so recently passed, and from which they are now 
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slowly recovering. In this case, theory and expe¬ 
rience coincide. The theory explains the phenomena 
of the market, and the phenomena of the market 
verify the theory. To recapitulate:—the absence of 
a Mint rendered the currency of Australia more 
valuable than the currency of England, by the 
double cost of exporting bullion and importing coin. 
The increase in the value of the colonial currencies 
caused bills upon England to fall to the extraordinary 
discount of ten per cent. The state of the exchange 
led to the realization of extraordinary profits upon 
importation, excited overtrading, and the glutting 
of the colonial markets with British goods. Prices 
fell, importation was arrested, and exportation en¬ 
couraged. A proportion of the British imports had 
consisted of sovereigns ; and as sovereigns had been 
articles of import while bearing a scarcity-value, they 
became articles of export when their value declined 
from excessive supply and diminished demand. The 
dust, and the nuggets, and the bars, which had been 
sent to England as merchandize, and reimported in 
the form of money, were, while still retaining the 
form of money, again exported as merchandize, in 
common with the uncoined gold from the diggings— 
thus completing a treble voyage. The Australian cur¬ 
rencies, which had been more valuable than British 
currency, by a double cost of transit, when sove¬ 
reigns were imported, became less valuable than 
British currency, by a single cost of transit, as sove¬ 
reigns were exported. Bills upon England, which 
had fallen to a discount of ten per cent, in the 
former case, rose to a premium of three or four per 
cent in the latter case. On the 23rd of June, the 

2 D 
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state of the money market at Sydney was as 
follows:— 

“ There was a further improvement in almost every 
“ description of imports. Confidence seemed to be 
“ gradually returning. Bills upon England were 
“ quoted at thirty days’ sight. Bank buying rate 
“ ofie to two premium, selling rate three to four 
“ premium. The discount of bills under three months 
“ six per cent, per annum; ditto four months, seven 
“ per cent. Little or no change had occurred in the 
“ gold market from the 1st of January to the 1st of 
“ June; at the Mint the progress of coinage was 
“ going on rapidly ; and Australian sovereigns would 
“ shortly be in circulation.”—Times, August 27, 
1855. 

The Australian Mint has been established under 
the following conditions, namely:—that the coins 
shall be of the same denomination, weight, and 
fineness as those of the Royal Mint: that there shall 
exist such supervision and control as may be requisite 
to secure accuracy in the operations to be performed; 
and that the coins shall bear a distinguishing mark, 
so as to exclude them from circulation in all parts 
of the empire, except the colony in which they are 
issued. 

A brief recapitulation of the consequences which 
may be expected to result from the establishment of 
the Australian Mint will not be inexpedient. 

1st. The issue of a colonial coinage, identical—as 
regards denomination, weight, and fineness—with 
British coinage, will prevent a recurrence of that 
anomalous state of the money market under which the 
value of money increased, as the value of the metal 



UPON CURRENCY OF AUSTRALIAN COLONIES. 403 

composing it declined. The market price of gold, 
should no seignorage be charged, will be maintained 
with scarcely-perceptible variations at the Mint price 
of 3/. 17,s. IOJgL per ounce. 

2nd. The colonial currency, so long as Australia 
may continue to be a gold-producing and gold¬ 
exporting country, instead of being more valuable 
than British currency, by the cost of importing coin, 
will be less valuable than British currency, by the 
cost of exporting gold. 

3rd. Extraordinary and anomalous fluctuations in 
the exchanges will be prevented; the price of 
colonial bills drawn upon England, instead of falling 
at one time to a discount equal to the cost of importing 
British coin, and rising at another time to a premium 
equal to the cost of exporting gold, will now be 
maintained, with only slight and occasional devia¬ 
tions, at a premium regulated by the cost of trans¬ 
mitting to England, whether in the form of bullion 
or of colonial coin, the produce of the gold-fields. 

4th. The comparative steadiness in the exchanges 
will give more security and stability to commercial 
transactions; importers and exporters will be less 
exposed to risks resulting from variations in the prices 
of foreign bills ; and, as the returns upon commercial 
operations are thus rendered more susceptible of 
accurate calculation, hazardous adventures will be 
avoided, and overtrading, and its consequent collapses, 
will become less frequent than they hitherto have 
been in the markets of Australia. 

Against the advantages of a colonial Mint must 
be placed the cost of maintaining it. The opinion 
of Earl Grey is that the cost will be so considerable 

2 d 2 
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as to render tlie experiment one of doubtful expe¬ 
diency. But the question is not, as his lordship seems 
to suppose, whether the cost of the Mint will be greater 
or less than the cost of exporting gold to be coined in 
England and reimported, but whether the cost .of the 
colonial Mint will outweigh the manifold advantages 
of maintaining the currency of Australia at its in¬ 
trinsic or bullion value. 

This, the real question at issue, must be de¬ 
cided in the negative. When we take a compre¬ 
hensive view of the evils inflicted by a fluctuating, 
and of the benefits secured by a uniform currency, 
it becomes a matter of no inconsiderable surprise 
that the home Government should have so long 
withheld its sanction to the establishment of a 
colonial Mint; and that the legislators of New South 
Wales and Yictoria should not have anticipated the 
tardy decision of the colonial secretary by the 
adoption of some prompt and efficacious regulation 
for monetising the new supplies of gold. This 
desirable object might have been effectually secured, 
either by establishing, in conjunction with a Govern¬ 
ment assay office, a bank of deposit, analogous to the 
famous bank of Hamburgh; or, by applying (also 
in conjunction with an authoritative assay) to the 
existing colonial banks the principle embodied in 
Sir Robert Peel’s Act of 1844, for the regulation 
of banks of issue in the United Kingdom. Under 

the last-mentioned arrangement the colonial banks 
might have been authorized to issue, upon interest- 
bearing securities, the same amount of notes for one 
pound and upwards, which they had respectively 
issued previous to the gold discoveries, while, at the 
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same time, required to make all their further issues 
against standard gold, actually held in their coffers; 
to purchase all such gold as might be offered to them 
at 3/, 17s. 9d., and to sell it to the holders of their 

notes at 31. 17s. 10id 
The immediate effects of this arrangement would 

have been, to diminish the demand for imperial coin, 
until it fell from its scarcity to its bullion value; to 
raise the market price of uncoined gold to the Mint 
price of 31. 17s. lOid ; to prevent the value of Aus¬ 
tralian currency from rising above the level of 
British currency by the cost of importing sovereigns; 
to retain it below that level by the cost of exporting 
gold; and, at the same time, to raise the price of 
Australian bills drawn upon England from a dis¬ 
count, regulated by the cost of importing coin, to a 
premium regulated by the cost of exporting bullion. 

While New South Wales and Victoria were en¬ 
gaged in extorting from the home Government a 
reluctant sanction for the establishment of a colonial 
Mint, the adoption of measures for the monetisation 
of the new supplies of gold devolved on South 
Australia. While the sudden rise in the value 
of the standard coin obstructed, to some consider¬ 
able extent, the rapid advance of the adjoining 
colonies, in which the gold had been discovered, it 
threatened to extinguish altogether the prosperity 
of South Australia. While the migration of the 
labouring population to the gold-field suspended 
production, the drain upon the banks, to supply 
the sudden and intense demand for sovereigns in 
Sydney and Victoria, deprived the trading classes of 
a circulating medium. 
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The intelligent author of 4 South Australia and the 

Gold Discoveries, ’ thus describes the crisis :— 
“ It was in the autumn of 1851 that the colony 

“ began to be disturbed by the gold discoveries in 
44 Port Phillip. The hardships and difficulties that 
44 many had endured at the New South Wales diggings 
44 somewhat checked the first impressions received; 
44 but when the reports arrived of the great wealth 
44 of Mount Alexander, the ardour and excitement for 
44 this alluring scene of labour became uncontrollable, 
44 and that portion of the population which could 
44 migrate began to make the necessary preparations 
44 for their departure. Every vessel that proceeded 
44 to Melbourne was loaded with passengers; many 
44 people started with slender means, both for ordinary 
44 comfort and to meet the privations and hardships 
44 that were inevitable. Nothing daunted, however, 
44 those who had a rage for the diggings knew no 
44 obstacles; and to so great a height did the excite- 
44 ment reach, that in many cases vessels having an 
44 insufficiency of accommodation, could only give 
44 bare standing-room for the crowds who took posses- 
44 sion of the decks. This was only one part of the 
44 stream, for many hundreds went overland through 
44 a tract of country which, though certain to lead to 
44 their destination, the great majority knew nothing 
44 whatever about. The sufferings to many by this 
44 route were, in the first instance, very great. With- 
44 out shelter, proper means of transport, or provisions 
44 necessary for the enterprise, they wandered over an 
44 extent of country five hundred miles in length, in a 
44 condition anything but' enviable, and such as only 
44 the most tempting inducements could have stimulated 
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“ them to persevere in. It will of course be apparent 
“ from the routes adopted, that no very accurate 

“ account could be kept of the numbers who left the 
“ province: but the Governor, in a despatch to the 
“ Colonial Office, dated May 7th, 1852, states that 
“ 4 the migrations to the gold-fields, chiefly of our adult 
44 male population, still continue, and exceed 16,000.’ 
“ If, to the close of 1852, we reckon that 20,000 had 
“ left the colony for Port Phillip, we shall doubtless 
“ be within the truth; but what does such a number 
“ represent ? Recollecting the aggregate population, 
46 it must represent all the available labour of the 
44 colony, the source from which its vitality proceeded, 
44 the very means by which the fabric of society was 
44 cemented. A writer on the spot, alluding to the 
44 effects of this withdrawal of labour, says, 4 it was 
44 with difficulty the harvest was got in. Mining and 
44 other productive operations requiring numerous 
44 hands were suspended. Property of every descrip- 
44 tion was suddenly depreciated, but especially fixed 

44 property. Houses, now tenantless, and fields, for 
44 the cultivation of which farm labourers could no 
44 longer be procured, were offered for sums equivalent 
44 to no more than two or three years’ rental.’ 

44 Such a change from prosperity to what appeared 
44 almost like annihilation, produced effects greater 
44 than had been witnessed in any previous crisis. 
44 The shares of the Burra Burra mine, which are to 
44 South Australia what the 3 per cent. Consols are to 
44 England, declined in a few weeks from 175/. to 75/. 
44 each. All property that had to be sold suffered in 

44 a similar manner; and the consequence was, that 

44 traders and shopkeepers imagined for a time that 
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“ nothing but insolvency awaited them; in fact, that 
“ every prospect of recovery from their perilous posi- 
“ tion was beyond hope. An authority as to the 
“ prevailing feeling reports that 4 the condition of the 
“ colony was likened to a man in the vigour of 
“ youthful strength struck with sudden paralysis 
“ and there was no exaggeration in the simile. 4 The 
44 deserted streets, the anxious and desponding coun- 
44 tenances of the few passers-by, recalled to memory 
44 scenes witnessed on the first visitation of the cholera 

\ 

44 in Great Britain. The loss of capital invested in 
44 productive pursuits, and the grievous deterioration 
44 of property consequent on the withdrawal of labour, 
44 were not alone sufficient to produce these effects 
44 upon a community eminent for resolute perseverance 
44 and indomitable energy, displayed under former 
44 disasters. To those losses was superadded a frightful 
44 monetary crisis, to withstand or evade which means 
44 did not for some time appear/ ” * 

The conduct of the local government in averting * 
a crisis which threatened to decolonize the province 
is above praise. An Act (No. 1, 1852) to provide 
for the assaying of the uncoined gold, and to make 
bank-notes issued against ingots of standard purity 
a legal tender, was promptly introduced, was passed 
through the Legislative Council without a dissent¬ 
ing voice, and received, on the 28th of January, 
1852, the sanction of thq Governor. 

This Act provided that a Government assayer 
should receive, melt, assay, and cast into one or more 
ingots of convenient size, all such gold bullion or 

* South Australia and the Gold Discoveries, p. 8. 
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dust, not less tlian twenty ounces, which might be 
brought to him for that purpose; that these ingots 
should bear a stamp specifying the quantity of 
standard gold which they respectively contained; 
that all persons should be entitled to demand from 
any one of the banks of the province, the notes of 
such banks in exchange for ingots at the rate of 
3/. 11s. per ounce of standard gold; that the banks, 
in addition to their issues at the time of the passing 
of the Act, should be authorized to issue notes in 
exchange for, or to the amount of, any gold bullion 
purchased or required by them ; that such additional 
issues should be made at the same rate of 3/. 11s. 
per ounce of standard gold; that the banks should 
retain in their coffers, gold or silver coin to an 
amount equivalent to one-third of that portion of 

their circulation which consisted of notes over and 
above those issued against bullion; that the banks 
should not sell, export, or otherwise dispose of the 
bullion against which their notes should be issued, 
unless in exchange for other notes returned into 
their coffers; that the notes so returned should 
not be reissued, except in exchange for other 
bullion, or unless the banks reissuing them should 
possess coin of the realm equal in value, at the rate 
of 31. ll<s., to the gold bullion exported, or other¬ 
wise disposed of; that the banks should furnish 
weekly returns, setting forth the average amount of 
the notes respectively issued and kept in circulation 
by them during the preceding week, the amount of 
such notes issued against bullion, the amount of the 
gold and silver or copper coin held by them respec- 
tivelv, and also the amount of the coin and bullion 
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paid, exported, or disposed of, during each week, by 
each bank respectively; that such weekly returns 
should be published by the Colonial Treasurer in 
the 6 South Australian Government Gazette,’ at the 
expiration of every two calendar months; and 
that the notes issued by any of the banks of the 
province should be a legal tender, so long as the 
issuing bank should continue to pay its notes upon 
demand in the legal coin of the realm, or in bullion 
as before provided; provided alwa}rs that no notes 
issued by the banks should be a legal tender of pay¬ 
ment by any of the banks; that the banks should 
be authorized to pay all cheques drawn upon, and 

all bills accepted by them, and to satisfy all pecu¬ 
niary claims upon them by delivering to the persons 
tendering such notes, cheques, or bill, or making such 
pecuniary demand, such quantity of gold stamped 
by the Government assayer, as should, at the rate 
of 3/. 11s., be equal to the amount of the notes, 
cheques, bills, or demands presented for payment; 
and that the Act should cease and determine at the 
expiration of twelve calendar months from the date 
of its passing. 

Such were the leading provisions of the South 
Australian Bullion Act. Its first effect was to give 
a premium on the importation of gold. The price of 
gold at Melbourne was under 31. per ounce. The 
premium upon importing it, and converting it into 
currency at the rate of 3/. 11s. per ounce, was con¬ 
sequently over 20 per cent. The amount imported 
was immense. The restoration of prosperity result¬ 
ing from this great and sudden increase of capital 
is described in the following eloquent passage from 
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the Report of the Chairman of the Adelaide Chamber 
of Commerce:— 

“ The effect of this measure was little short of miraculous. 
Credit and confidence were almost instantaneously restored; 
the extreme tightness of the money market was relieved; our 
traders were enabled to meet their engagements; and the 
public mind was at once raised from a state of paralyzing de¬ 
spondency to one of hopefulness and vigour. In its more perma¬ 
nent results the measure has greatly exceeded the expectations 
which were formed of it. The most sanguine could only have 
calculated that it would break our fall—that it would save the 
colony from general bankruptcy. No one could have foreseen 
that in less than six months, we would not only be rescued 
from impending ruin, but that our condition would be infinitely 
more sound, and healthful, and prosperous, than ever it 
had been before ; and yet such is indisputably the case. The 
enormous stock of goods, which formerly lay like an incubus 
on the market, has, by exports to Melbourne, where, generally 
speaking, they realized saving prices, been reduced to a manage¬ 
able compass. In point of fact, the demand now in many 
cases anticipates the supply. The amount of paper under 
discount at the banks, which formerly was excessive in so 
small a trading community, has dwindled into, comparatively, 
an insignificant sum. Cash payments in the transaction of 
business, which were wont to be the exception, are now 
becoming the rule. Discounting on ’Change at extravagant 
rates of interest, which formerly was of the nature of a trade, 
has altogether ceased. There is no longer any borrowing on 
mortgage. Old arrears are being rapidly paid off. A large 
amount of petty debts in the books of our traders, which were 
looked upon as incurably bad, are daily being liquidated. 
Added to all this, there is in the province, and at the diggings 
(where deposit receipts have already been signed by our 
Resident Commissioner for about 250,000?. worth), gold to 
the value of one million sterling, the property of our colonists, 
which will shortly be seeking investment in the purchase of 
land, and in other branches of our colonial industry.” 
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It will be seen that the principles upon which 
the Bullion Act was founded are analogous to those 
embodied in Sir Robert Peel’s Acts of 1844, for the 
regulation of banks of issue in the United Kingdom. 
The colonial, like ^the Imperial Act, limited the 
issues of the banks upon securities, while it left 
unlimited their issues against bullion, and thus 
provided that the currency should expand or con¬ 
tract as the incidents of .production and trade caused 
gold to flow into or out of their coffers. In other 
particulars, however, the operation of the colonial 
was different from that of the Imperial Act. The 
value of the note circulation of the United Kingdom 
cannot permanently deviate from that of the coin 
which it represents. But under the Bullion Act, the 
value of the note circulation of South Australia was 
permanently higher than that of the ingots which it 
represented. The cause of this difference in the 

t 

working of the two Acts is obvious. The ingots were 
not available as a legal tender, and consequently those 
who had a purchase or a payment to effect, were 
obliged to go through the preliminary process of 
exchanging their ingots for notes. Hence the value of 
notes exceeded that of ingots to an extent equivalent 
to the delay and trouble of selling the ingots in the 
open market, or of returning them upon the banks; 
and, to a like extent, the market price of gold ingots 
was kept below the Mint, or rather the assay price 
of 3/. 11s. This depression in the market price of 
ingots was increased by a defective provision in the 
Bullion Act. While it required the banks to pay their 
notes in ingots, it gave them the option of paying 
cheques drawn against deposits, and bills accepted by 
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them, or made payable at their firms, either in notes 
or in ingots; and of this option they occasionally 
availed themselves. The parties receiving ingots in 
payment for cheques and bills, could not go into the 
market as purchasers, until they had previously sold 
their ingots for notes, or exchanged them for notes 
with one or other of the banks. Additional difficulty 
and delay was thus created in converting ingots into 
currency, and consequently an additional depression 
in their market price, below their assay price of 
3 l. 115. This depression proceeded so far, that the 
average price of ingots in the market fell to 3/. 85. Gd. 
This gave a great and undue advantage to the banks, 
which were enabled, while paying out ingots at the 
assay price of 31. 11s., to buy them at the market 
price of 31. 8s. Gd. 

The value of the currency, while raised in relation 
to the bullion into which it was convertible, was 
lowered in relation to coin; while the price of ingots 
fell from their assay value of 31. 11s. to 3/. 8s. Gd., 

the price of sovereigns rose from their Mint price of 
11. to 11. 3s. Gd. and even 11. 5s. 

Previous to the passing of the Bullion Act, the 
bank-note circulation was convertible into, and there¬ 
fore equivalent to, sovereigns. Consequently the 
excess in the price of sovereigns above 11. measured 
the degree in which the value of the circulation was 
reduced under the operation of the Act. 

Again, the value of the currency of New South 
Wales and Victoria was maintained at par with the 
standard coin of the realm; and, consequently, the 
rise in the price of sovereigns in the currency of South 
Australia, measured the fall in the value of the 
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currency of this colony, in relation to the currencies 
of the adjoining colonies. 

Once more, while the currency of the United 
Kingdom was equivalent to standard gold, at the rate 
of 31. 17s. lOJcZ., that of South Australia, under the 
operation of the Bullion Act, was equivalent to 
standard gold at the rate of 3/. 8s. Gd.; consequently 
the intrinsic value of the currency of South Australia, 
or, in other words, its value in relation to standard 
bullion, was higher than the intrinsic or bullion 
value of British currency by the difference between 
3/. 17s. lOicZ. and 3/. 8s. Gd. 

The Bullion Act produced corresponding changes 
in the previously existing rates of exchange. So 
long as the currency of South Australia, in common 
with the currencies of the adjoining colonies, con¬ 
formed to the high scarcity-value which had been 
conferred on the imperial coin, the exchange between 
South Australia and the adjoining colonies remained 

nearly at par; while the exchange between the 
whole of the Australian colonies and England was 
in favour of Australia by the cost of importing 
sovereigns. Before the passing the Bullion Act, 
bills upon London, whether drawn in Adelaide, 
Melbourne, or Sydney, were, in round numbers, at 
a discount of about 10 per cent. But after the 
passing of that Act, bills upon London, when drawn 
in Adelaide, were, in round numbers, at a discount of 
about 5 per cent.; or, in other words, a bill for 100/., 
payable in London, was worth about 90/. in the 
currency of Melbourne or Sydney, and about 95/. in 
the currency of Adelaide. 

It has been already remarked that while the 
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currencies of New South Wales and Victoria con¬ 
formed to that of the standard coin, the value 
of the currency of South Australia was depressed 
below that of the standard coin, to such an extent 

that the market price of sovereigns in Adelaide rose 
to from 23s. to 25s. This difference between the 
value of the bank-note circulation and that of the 
standard coin, occasioned, amongst the economists of 
Australia, a controversy regarding the question of 
depreciation, somewhat analogous to that which had 
occurred in this country forty years before, when the 
restriction upon cash payments disturbed the equality 
between bank notes and coin. The question of 
depreciation, however, was neither so simple nor so 
easy of solution in Australia as it had been in 
England. Some of the leading facts on which it 
turned were different in the two cases. In England, 
under the restriction Act, a foreign demand for gold 
gave bullion, which could be sworn off for exportation, 
a higher value than coin, the exportation of which was 
at that time prohibited. In Australia, a domestic 
demand for sovereigns gave coin a higher value than 
bullion which could not be there converted into coin. 
In England, under the restriction Act, the value of 
the bank-note was less than the value of the quantity 
of gold which it is supposed to represent, whether 
that quantity appeared in the form of bullion or in 
the form of coin. In South Australia, under the Bul¬ 
lion Act, the bank-note circulation was of less value 

i 

than the standard coin; but of greater value than 
the quantity of gold contained in the standard coin. 
Under these circumstances, so different from those 
which had existed in England during the suspension 
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of cash payments, was the bank-note circulation of 
South Australia depreciated or not ? On this question 
the Australian authorities came to opposite conclu¬ 
sions : the Chairman of the Melbourne Chamber of 
Commerce, the Manager of the Bank of Australia, and 
the Colonial Treasurer of South Australia, contending 
that the currency was depreciated; while the Chair¬ 
man of the Adelaide Chamber of Commerce, the 
Manager of the South Australian Bank, and the 
Government Assayer, maintained that it was not 
depreciated. 

Before we can arrive at a correct decision upon the 
question at issue between these opposite authorities, 
it is necessary that we should have a distinct percep¬ 
tion of what it is in which depreciation consists. • De¬ 
preciation is, reduction of price ; reduction of price is, 
reduction of value in relation to that which law or 
custom has established as the standard measure of 
value; and hence the term depreciation, when applied 

to currency, means a reduction of its price or value in 
relation to the established standard of value. With 
respect to metallic money, it is depreciated as often as 
its value from adulteration, clipping, or other cause, 
becomes less than that of the quantity of standard 
metal, which, by the regulations of the Mint, it ought 
to contain; and with respect to a paper currency, it 
is depreciated as often as its value from any cause 
becomes less than that of the standard coin which it 
purports to represent. A sovereign is depreciated 
when its value is less than that of the quantity of 
standard gold, which by the regulations of the Mint 
it ought to contain, and a five-pound bank-note is 
depreciated when its value is less than that of five 
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sovereigns. Now the imperial coin was the standard 
of the Australian currency. Previous to the passing 
of the Bullion Act, the value of the bank-note circu¬ 

lation of the whole of the colonies was equal to that 

of the imperial coin into which it was convertible on 
demand; or, to express the same thing in other 
words, was not depreciated. After the passing of 
the Bullion Act, the value of the bank-note circu¬ 
lation of South Australia was depressed below that 
of the imperial coin, or, in other words, was de¬ 
preciated. In the language of economical science, the 
terms “ depreciation of currency” are employed to 
express depression of value in relation to a given 
standard. When coin is the legalized standard of 
value, it is a manifest contradiction of terms to say 
that a currency is not depreciated when it ceases to be 
equivalent to standard coin. 

Let us now examine the arguments advanced by the 
advocates of non-depreciation. The Chairman of the 
Adelaide Chamber of Commerce contended that the 
currency was not depreciated, because “ bank bills 
“ could be purchased on London at 5 per cent, dis- 

“ count.” This was a practical proof that the value 
of the currency of South Australia was higher than 
that of England; but it did not disprove the con¬ 
temporaneous fact, that the currency was less valuable 
than its standard. A rise or a fall in the price of 
bills drawn upon a foreign country proves a fall or a 
rise in the value of domestic currency in relation to 

the currency of that foreign country; but does not 
and cannot show any fall or rise in the value of do¬ 
mestic currency in relation to the standard. The 
state of the foreign exchanges, to which the Chairman 
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of the Adelaide Chamber of Commerce triumphantly 
referred, had no relation whatever to the question at 

issue. 
The Government assayer, another strenuous cham¬ 

pion of non-depreciation, thought to establish his 
position by a reference to the statistics of prices. 
He compared the prices current of the several Aus¬ 
tralian colonies, and drew the conclusion that, as 
prices were not higher in Adelaide than in Melbourne 
and Sydney, the bank-note circulation of Adelaide 
could not be depreciated. The conclusion was er¬ 
roneous. It was disproved by Mr. Babbage’s own 
statistics. His facts, taken in conjunction with the 
coexisting fact that South Australia was then not 
only exporting agricultural produce, but re-exporting 
British goods to Melbourne, present a practical de¬ 
monstration that the currency of South Australia was 
depreciated; for if the prices of agricultural produce 
and foreign goods were the same in Adelaide as in 
Melbourne, their exportation from the former to the 
latter would have been attended by positive loss, 
unless the currency in which prices were estimated in 
Adelaide had been of less value than the currency in 
which prices were estimated in Melbourne. But the 
currency of Melbourne was at par with standard coin ; 
and as the currency of Adelaide was of less value than 
that of Melbourne, it was also of less value than the 
standard coin, or, in other words, was depreciated. 
Had the fact that sovereigns were at a premium in 
Adelaide been practically unknown, its existence, 
with its necessary consequence, depreciation of the 
currency, might have been scientifically deduced from 
Mr. Babbage’s statistics. 
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Unable to controvert tlie fact that the Bullion Act 
had depreciated the currency in relation to the stand¬ 
ard coin with which it had previously been at par, 
Mr. Babbage discards the coin of the realm as the 
standard of colonial currency, and substitutes in its 
stead, “ a real value available in England.” He says, 
44 that sovereigns should be at a premium in a distant 
“ colony results from the state of things. The ex- 
“ pense of transmission on sovereigns to this country 
44 (South Australia) is about 2i per cent.; they 
44 ought, therefore, if the note circulation here were 
44 based on real value available in England (as it is 
44 in fact under the Bullion Act), to bear a premium 
44 to that amount, which corresponds very nearly to 
44 the present state of things.” 

To give practical effect to this very novel and some¬ 
what startling doctrine, it would be necessary that the 
exchanges between the colonies and England should 
be constantly maintained at par; for if bills drawn 
upon England fell to a discount, or rose to a premium, 
100/. in colonial currency would purchase a real value 
available in England for more than 100/. in the former 
case, and for less- than 100/. in the latter: and in 
neither case would the colonial currency conform to 
the novel standard adopted by Mr. Babbage. And 
how would he propose to maintain the exchanges in 
that invariable state of equilibrium, without which the 
colonial currencies could not conform to his standard 
of real value available in England? Would h.e, when 
an excess of exports created a corresponding excess of 

bills drawn upon England, create a proportionate in¬ 
crease in the demand for them by an expansion of the 
circulation ? or, on the other hand, when an excess of 
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imports rendered the supply of bills upon England 
short of the demand for them, would he prevent their 
rising to a premium, by contracting the circulation, 
until its value rose in the same ratio with that of 
bills? The high ability, theoretical and practical, 
possessed by the late Government assayer, renders it 
impossible to doubt that he will, upon reconsideration, 
rectify opinions which seem to have been overhastily 
advanced upon the question of depreciation. 

The question whether the Bullion Act depreciated 
the local currency, involved the further question 
whether it violated existing contracts. On this fur¬ 
ther question opposite opinions were maintained, the 
Chairman of the Melbourne Chamber of Commerce 
and the Colonial Treasurer of South Australia contend¬ 
ing that contracts were violated ; the Chairman of the 
Adelaide Chamber of Commerce and the Government 
assay er that they remained undisturbed. This con¬ 
troversy was less complicated than the former. The 
question regarding depreciation turned, to some ex¬ 
tent, upon abstract principles apd scientific classifica¬ 
tion ; that regarding the violation of contracts turned 

entirely upon admitted fact and law. It was an ad¬ 
mitted fact, that previous to the passing of the Bullion 
Act, the bank-note circulation was at par with the 
standard coin; it was an admitted fact, that before 
the Act came into operation, all creditors were legally 
entitled to receive the amount of their demands 

in a currency equivalent to standard coin; and it 
was a palpable and unquestionable fact that, under 
the provisions of the Act, creditors were compelled to 
accept payment in a currency of less value than the 
standard coin. It is difficult—it is impossible to 
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understand upon what logical grounds it could have 
been maintained, in the face of these admitted facts, 
that contracts were not violated. All the existing 
contracts which had been entered into previous to the 
passing of the Bullion Act were legal engagements to 
pay in sterling coin, or in bank-notes convertible into 
sterling coin. The Act relieving debtors from the ful¬ 
filment of their legal engagements, and compelling 
creditors to receive payment in bank-notes of less 
value than sterling coin, could not be otherwise de¬ 
signated than as an Act authorising the violation of 
contracts. And here another important question 

, occurs. If it must be admitted that the Bullion Act 
depreciated the local currency and violated all exist¬ 
ing contracts, on what conceivable grounds could it 
have been justifiable ? The answer is, on the very 
conceivable and very obvious grounds of imperative 
necessity. The colony was being deprived of a cir¬ 
culating medium; and the only alternative was, should 
it have a note circulation five per cent, below the 
legal standard, or no circulation at all. The debtor 
classes were verging on insolvency; the creditor 
classes, unable to enforce payment of their legal 
demands, were, no less than the debtor classes, sink¬ 
ing into poverty. The question was, should uni¬ 
versal bankruptcy be averted by a legislative com¬ 
promise ? To deny that the Bullion Act depreciated 
the local currency, and set aside legal contracts, is to 
deny that it did that which it was intended to do. 
Had it not reduced the value of the note circulation 
below that of the standard coin, and authorised a 
universal composition between debtors and creditors, 
it would have been an utterly nugatory instead of an 
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eminently successful measure. Those were not the 
most judicious advocates of the Bullion Act who 

sought to defend it by a denial of the fact that it was 
a departure from the general principles, according to 
which, under ordinary circumstances, currencies are 
regulated and contracts enforced. Its adoption was a 
palpable departure from general principles ; and the 
sagacity and practical wisdom of the local govern¬ 
ment were strikingly exemplified in discerning that 
the condition of the colony presented one of those 
anomalous and exceptional cases in which general 
principles cannot be with safety applied. The highest 
praise which can be bestowed upon the economist or 
statesman is, that, not the slave, but the master of 
scientific deductions, he can correct and adapt them 
to the unforeseen emergencies into which disturbing 
elements have entered, and for which the file affords 
no precedent. This highest praise the future his¬ 
torian of South Australia will not hesitate to award 
to the Governor and Council by whom the Bullion 
Act was passed. Nor will such praise be withheld 
from the Principal Secretary of State for the Colonies, 
under whose advice the Act of the Colonial Legislature 
received the sanction of the Crown. 

London: printed by william clowes and sons, Stamford street. 
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“ Dictionary of Commerce 14 

Murray’s Encyelo. of Geography - 16 
Sharp’s British Gazetteer - - 19 
Ure’s Dictionary of Arts, &c. - - 23 
Webster’s Domestic Economy - 24 

Religious & Moral Works. 

Amy Herbert - - - - 19 
Bloomfield’s Greek Testament - 4 
Calvert’s Wife’s Manual - - 6 
Cleve Hall.19 
Conybeare’s Essays 6 
Conybeare and Howson’s St. Paul 6 
Cotton’s Instructions in Christianity 6 
Dale’s Domestic Liturgy - - 7 
Defence of Eclipse of Faith 7 
Discipline ----- 7 
Earl's Daughter (The) - - 19 
Eclipse of Faith - - - . 7 
Englishman’s Greek Concordance 7 

“ Heb.&G’hald.Concord. 7 
Experience (The) of Life - - 19 
Gertrude ----- 19 
Harrison’s Light of the Forge - 8 
Hook's Lectureson Passion Week 9 
Horne’s Introduction to Scriptures 9 

“ Abridgment of ditto - 10 
Hue’s Christianity in China - - 10 
Humphreys's Parables Illuminated 10 
Ivors ------ 19 
Jameson’s Sacred Legends - - 11 

“ Monastic Legends - - 11 
“ Legendsof the Madonna 11 
“ Lectures on Female Em¬ 

ployment ----- 11 
Jeremy Taylor’s Works - - - 11 
Katharine Ashton - - - 19 
Konig’s Pictorial Life of Luther - 8 
Laneton Parsonage - - 19 
Letters to my Unknown Friends - 11 

“ on Happiness - - - 11 
Lyra Germamca - - - - 5 
Macnaught on Inspiration - - 14 
Maguire’s Rome - - - - 14 
Maitland’8 Church in Catacombs - 14 
Margaret Percival - - - - 19 

Martineau’s Christian Life - - 14 
“ Hymns - - - 14 

Merivale’s Christian Records - 15 
Milner’s Church of Christ - - 15 
Moore on the Use of the Body - 15 

“ Soul and Body - 15 
“ ’s Man and his Motives - 15 

Mormonism ----- 22 
Morning Clouds - 16 
Neale’s Closing Scene - - . - 16 
Ranke’s Ferdinand & Maximilian 22 
Readings for Lent - - - 19 

“ Confirmation - - 19 
Riddle’s Household Prayers - - 18 
Robinson’s Lexicon to the Greek 

Testament - - - - - 18 
Saints our Example - - - 18 
Sermon in the Mount - - 19 
Sinclair’s Journey of Life - - 19 
Smith’s (Sydney) Moral Philosophy 20 

“ (G.V.)AssyrianProphecies 20 
“ (G.) Wesleyan Methodism 19 
“ (J.) St. Paul’s Shipwreck - 20 

Southey’s Life of Wesley - - 20 
Stephen’s Ecclesiastical Biography 20 
Taylor’s Loyola -' - - - 21 

“ Wesley - - - - 21 
Theologia Germanica - - - 5 
Thumb Bible (The) - - 21 
Tomline’s Introduction to the Bible 21 
Turner’s Sacred History - - - 23 
Young’s Christ of History - - 24 

“ Mystery - - - - 24 

Poetry and tne Drama. 
Aikin’s (Dr.) British Poets - - 3 
Arnold’s Poems 3 
Baillie’s (Joanna) Poetical Works 3 
Calvert’s Wife’s Manual - - 6 
De Vere’s May Carols - - - 7 
Estcourt’s Music of Creation - 7 
Fairy Family (The) - - - 7 
Goldsmith’s Poems, illustrated - 8 
L. E. L.’s Poetical Works - -11 
Lin wood’s Anthologia Oxoniensis- 12 
Lyra Germanica - - - - 5 
Macaulay’s Lays of Ancient Rome 13 
Mac Donald’s Within and Without 13 

“ Poems - - - 13 
Montgomery’s Poetical Works - 15 
Moore’s Poetical Works - - 15 

“ Selections (illustrated) - 15 
“ Lalla Rookh - - - 16 
“ Irish Melodies - - - 16 
“ Songs and Ballads - - 15 

Reade’s Poetical Works - - 17 
Shakspeare, by Bowdler - - 19 
Southey’s Poetical Works - - 20 

“ British Poets - - - 20 
Thomson’s Seasons, illustrated - 21 

Political Economy and 
Statistics. 

Dodd’s Food of London - - 7 
Greg’s Political and Social Essays 8 
Laing’s Notes of a Traveller- - 22 
M'Culloch’s Geog. Statist. &c.Dict. 14 

“ Dictionary of Commerce 14 
“ London - - - 22 

Willich’s Popular Tables - - 24 

Tke Sciences in general 
and Mathematics. 

Arago’s Meteorological Essays - 3 
“ Popular Astronomy - - 3 

Bourne on the Screw Propeller - 4 
“ ’s Catechism of Steam-Engine 4 

Boyd’s Naval Cadet’s Manual - 4 
Brande’s Dictionary of Science, &c. 4 

“ Lectures on Organic Chemistry 4 
Cresy’s Civil Engineering - - 6 
DelaBeche’sGeology ofCornwall,&c. 7 
De la Rive’s Electricity - - 7 
Grove’s Correia, of Physical Forces 8 
Ilerschel’s Outlines of Astronomy 9 
Holland’s Mental Physiology - 9 
Humboldt’s Aspects of Nature - 10 

“ Cosmos - - - 10 
Hunt on Light - - - - 10 
Lardner’s Cabinet Cyclopaedia - 12 
Marcet’s (Mrs.) Conversations - 15 
Morell’s Elements of Psychology - 16 
Moseley’sEngineeringA Architecture 16 
Our Coal -Fields and our Coal-Pits 22 
Owen’s Lectureson Comp. Anatomy 17 
Pereira on Polarised Light - - 17 
Peschel’s Elements of Physics - 17 
Phillips’s Fossils of Cornwall, &c. 17 

“ Mineralogy - - - 17 
“ Guide to Geology - - 17 

Portlock’s Geology of Londonderry 17 
Powell’s Unity of Worlds - - 17 
Smee’s Electro-Metallurgy - - 19 
Steam-Engine (The) - - - 4 
Wilson’s Electric Telegraph - - 22 

Rural Sports. 

Baker’s Rifle and Hound in Ceylon 3 
Berkeley’s Forests of France - 4 
Blaine’s Dictionary of Sports - 4 
Cecil’s Stable Practice - - - 6 

“ Stud Farm - - - - 6 
The Cricket-Field - - - _ 6 

• Davy’sFishing Excursions,2 Series 7 
Ephemera on Angling - - - 7 

“ ’s Book of the Salmon - 7 
Hawker’s Young Sportsman - - 9 
The Hunting-Field 8 
Idle’s Hints on Shooting - - 10 
Pocket and the Stud 8 

. Practical Horsemanship - - 8 
Richardson’s Horsemanship - - 18 
Ronalds’ Fly-Fisher’s Entomology 18 
Stable Talk and Table Talk - - 8 
Stonehenge on the Greyhound 20 
Thacker’s Courser’s Guide - - 21 
The Stud, for Practical Purposes - 8 

Veterinary Medicine, &c. 

Cecil’s Stable Practice 
“ Stud Farm 

Hunting-Field (The) - 
Miles’s Horse-Shoeing - 

“ on the Horse’s Foot 
Pocket and the Stud 
Practical Horsemanship 
Richardson’s Horsemanship 
Stable Talk and Table Talk - 
Stud (The) - 
Y'ouatt’s The Dog - - - 

“ The Horse 

6 
6 
8 

15 
15 

8 
8 

18 
'9 

8 
24 
24 

Voyages and Travels. 

Auldjo’s Ascent of Mont Blanc - 23 
Baines's Vaudois of Piedmont - 22 
Baker’s Wanderings in Ceylon - 3 
Barrow's Continental Tour - - 22 
Barth’s African Travels - - 3 
Berkeley’s Forests of France - 4 
Burton’s East Africa 5 

“ Medina and Mecca 5 
Carlisle's Turkey and Greece - 6 
De Custine’s Russia - - 22 
Eothen ------ 22 
Ferguson’s Swiss Travels - - 22 
Flembh Interiors - - - - 7 
Forester’s Rambles in Norway - 22 

“ Sardinia and Corsica - 8 
GironiAre’s Philippines - - - 22 
Gregorovius’s Corsica - - - 22 
Halloran’s Japan 8 
Hill's Travels in Siberia - - 9 
Hinchliff s Travels in the Alps - 9 
Hope’s Brittany and the Bible - 22 

“ Chase in Brittany - - 22 
Howitt’s Art Student in Munich - 10 

“ (W.) Victoria - - - 10 
Hue’s Chinese Empire - - - 10 
Hue and Gabet’s Tartary & Thibet 22 
Hudson and Kennedy’s Mont 

Blanc - - - - - 10 
Hughes’s Australian Colonies - 22 
Humboldt’s Aspects of Nature - 10 
Hurlbut’s Pictures from Cuba - 22 
Hutchinson’s African Exploration 22 

Jameson’s Canada - - - - 22 
Jerrinann’s. St. Petersburg - - 22 
Laing’s Norway - - - - 22 

“ Notes of a Traveller - 22 
M’Clure’s North-West Passage - 17 
MacDougall’sVoyage of th eResolute 13 
Mason's Zulus of Natal - - 22 
Miles’s Rambles in Iceland - - 22 
Osborn’s Quedah - - - - 16 
Pfeiffer’s Voyage round the World 23 

“ Second ditto - - - 17 
Scherzer's Central America - - 18 
Seaward’s Narrative - - - 19 
Snow’s Tierra del Fuego - - 20 
Spottiswoode's Eastern Russia - 20 
Von Tempsky’s Mexico and Gua¬ 

temala - - - - 24 
Weld’s Vacations in Ireland - - 24 

“ United States and Canada- 24 
Werne’s African Wanderings - 22 
Wilberforce’s Brazil & Slave-Trade 22 

Works of Fiction. 

Cruikshank’s Falstaff - - - 6 
Howitt’s Tallangetta - _ - - 10 
Macdonald’s Villa Verocchio - 13 
Melville’s Confidence-Man - - 15 
Moore s Epicurean - - -.15 
Sir Roger De Coverley - - - 19 
Sketches (The), Three Tales - 19 
Southey’s The Doctor Ac. - - 20 
Trollope’s Barchester Towers - 23 

“ Warden - - - 23 
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of 

NEW WORKS and NEW EDITIONS 
PUBLISHED BY 

Messrs. LONGMAN, BLOWN, GREEN, LONGMANS, and ROBERTS, 

PATERNOSTER ROW, LONDON. 

Miss Acton’s Modern Cookery for Private 
Families, reduced to a System of Easy Prac¬ 
tice in a Series of carefully-tested Receipts, 
in which the Principles of Baron Liebig and 
other eminent Writers have been as much as 
possible applied and explained. Newly-re- 
vised and enlarged Edition ; with 8 Plates, 
comprising 27 Figures, and 150 Woodcuts. 
Fcp. 8vo. 7s. 6d. 

Acton’s English Bread-Book for Do¬ 
mestic Use, adapted to Families of every 
grade: Containing the plainest and most 
minute Instructions to the Learner, and 
Practical Receipts for many varieties of 
Bread ; with Notices of the present System 
of Adulteration and its Consequences, and 
of the Improved Baking Processes and 
Institutions established Abroad. Fcp. 8vo. 
price 4s. Gd. cloth. 

Aikin. — Select Works of the British 
Poets, from Ben Jonson to Beattie. With 
Biographical and Critical Prefaces by Dr. 
Aikin. New Edition, with Supplement by 
Lucy Aikin ; consisting of additional Selec¬ 
tions from more recent Poets. 8vo. price 18s. 

Arago (F.)—Biographies ofDistinguished 
Scientific Men. Translated by Admiral 
W. H. Smyth, D.C.L., F.R.S., &c.; the Rev. 
Baden Powell, M. A.; and Robeet (Leant, 
M.A., F.R.A.S. 8vo. 18s. 

Arago’s Meteorological Essays. With an 
Introduction by Bakon Humboldt. Trans¬ 
lated under the superintendence of Lieut.- 
Colonel E. Sabine, R.A., Treasurer and 
Y.P.R.S. 8vo. 18s. 

Arago’s Popular Astronomy. Translated and 
edited by Admiral W. II. Smyth, D.C.L., 
F.R.S.; and Robeet (Leant, M.A., F.R.A.S. 
In Two Yolumes. Vol. I. 8vo. with Plates 
and Woodcuts, 21s. 

Arnold.—Poems. By Matthew Arnold. 
Third Edition of the First Series. Fcp. 
8vo. price 5s. 6d. 

Arnold—Poems. By Matthew Arnold. Second 
Series, about one-third new ; the rest finally 
selected from the Yolumes of 1849 and 1852, 
now withdrawn. Fcp. 8vo. price 5s. 

Lord Bacon’s Works. A New Edition, 
revised and elucidated; and enlarged by the 
addition of many pieces not printed before 
Collected and Edited by Robeet Leslie 
Ellis, M.A., Eellow of Trinity College, 
Cambridge; James Spedding, M.A. of 
Trinity College, Cambridge ; and Douglas 
Denon Heath, Esq., Barrister-at-Law, and 
late Fellow of Trinity College, Cambridge.— 
The publication has commenced with the 
Division of the Philosophical Works, to be 
completed in 5 vols., of which Yols, I. to 
III. in 8vo., price 18s. each, are now ready. 
Yols. IY. and Y. are in the press. 

Joanna Baillie’s Dramatic and Poetical 
Works : Comprising the Plays of the Pas¬ 
sions, Miscellaneous Dramas, Metrical Le¬ 
gends, Fugitive Pieces, and Alialya Baee. 
Second Edition, with a Life of Joanna 
Baillie, Portrait, and Yignette. Square 
crown 8vo. 21s. cloth; or 42s. bound in 
morocco by Hayday. 

Baker. — The Rifle and the Hound in 
Ceylon. By S. W. Bakee, Esq. New 
Edition, with 13 Illustrations engraved on 
Wood. Ecp. 8vo. 4s. Gd. 

Baker. — Eight Years’ V/anderings in Ceylon. 
By S. W. Bakee, Esq. With 6 coloured 
Plates. 8vo. price 15s. 

Barth. — Travels and Discoveries in 
North and Central Africa : Being the Jour¬ 
nal of an Expedition undertaken under 
the auspices of Her Britannic Majesty’s Go- 
vernment in the Years 1849—1855. By 
Heney Baeth, Ph.D., D.C.L., Fellow of the 
Royal Geographical and Asiatic Societies, 
&c. Yols. I. to III., with 11 Maps, 100 
Engravings on Wood, and 36 Illustrations 
in tinted Lithography, price 63s.—Yols. IV. 
and V., completing the work, are in the press, 

Bayldon’s Art of Valuing Rents and 
Tillages, and Claims of Tenants upon 
Quitting Farms, at both Michaelmas and 
Lady-Day ; as revised by Mr. Donaldson. 
Seventh Edition, enlarged and adapted to the 
Present Time: With the Principles and 
Mode of Valuing Land and other Property 
for Parochial Assessment and Enfranchise¬ 
ment of Copyholds, under the recent Acts of 
Parliament. By Robeet Bakee, Land- 
Agent and Valuer. 8vo. 10s. Gd. 
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4 NEW WORKS and NEW EDITIONS 

A Month in the Forests of France. By 
the lion. Grantley F. Berkeley, Author 
of Reminiscences of a Huntsman. 8vo. with 
2 Etchings by John Leech (1 coloured). 

[Nearly ready. 

Black’s Practical Treatise on Brewing, 
based on Chemical and Economical Princi¬ 
ples : With Formulae for Public Brewers, and 
Instructions for Private Families. New 
Edition, with Additions. 8vo. 10s. 6d. 

Blaine’s Encyclopaedia of Rural Sports; 
or, a complete Account, Historical, Prac¬ 
tical, and Descriptive, of Hunting, Shooting, 
Fishing, Racing, and other Field Sports and 
Athletic Amusements of the present day. 
New Edition, revised by Harry Hieoyer, 

Ephemera, and Mr. A. Graham. With 
upwards of 600 Woodcuts. 8vo. 50s. 

Blair’s Chronological and Historical 
Tables, from the Creation to the Present 
Time: With Additions and Corrections from 
the most authentic Writers ; including the 
Computation of St. Paul, as connecting the 
Period from the Exode to the Temple. 
Under the revision of Sir Henry Ellis, 

K.H. Imperial 8vo. 31s. 6d. half-morocco. 

Bloomfield. — The Greek Testament, 
with copious English Notes, Critical, Phi¬ 
lological, and Explanatory. Especially 
adapted to the use of Theological Students 
and Ministers. By the Rev. S. T. Bloom- 

eield, D.D., F.S.A. Ninth Edition, revised. 
. 2 vols. 8vo. with Map, price £2. 8s. 

Dr. Bloomfield’s College and School 
Edition of the Greek Testament: With 
brief English Notes, chiefly Philological and 
Explanatory, especially formed for use in 
Colleges and the Public Schools. Seventh 
Edition, improved; with Map and Index. 
Fcp. 8vo. 7s. 6d. 

Dr. Bloomfield’s College and School 
Lexicon to the Greek Testament. New 
Edition, carefully revised. Fcp. 8vo. price 
10s. 6d. cloth. 

Bourne. — A Treatise on the Steam-En¬ 
gine, in its Application to Mines, Mills, 
Steam-Navigation, and Railways. By the 
Artisan Club. Edited by John Bourne, C.E. 
New Edition; with 33 Steel Plates and 349 
Wood Engravings. 4to. price 27s. 

Bourne’s Catechism of the Steam-Engine in 
its various Applications to Mines, Mills, 
Steam-Navigation, Railways, and Agricul¬ 
ture : With Practical Instructions for the 
Manufacture and Management of Engines 
of every class. Fourth Edition, enlarged ; 
with 89 Woodcuts. Fcp. 8vo. 6s. 

Bcurne. — A Treatise on the Screw Pro¬ 
peller : With various Suggestions of Im¬ 
provement. By JonN Bourne, C.E. New 
Edition, thoroughly revised and corrected. 
With 20 large Plates and numerous Wood- 
cuts. 4<to. price 38s. 

Boyd.— A Manual for Naval Cadets. 
Published with the sanction and approval 
of the Lords Commissioners of the Admi¬ 
ralty. By John M‘Neill Boyd, Captain, 
R.N. With Compass-Signals in Colours, 
and 236 Woodcuts. Fcp. 8vo. 10s. 6d. 

Brande.—A Dictionary of Science, Litera¬ 
ture, and Art : Comprising the History, 
Description, and Scientific Principles of 
every Branch of Human Knowledge; with 
the Derivation and Definition of all the 
Terms in general use. Edited by W. T. 
Brande, F.R.S.L. and E.; assisted by Dr. 
J. Cauvin. Third Edition, revised and cor¬ 
rected ; with numerous Woodcuts. 8vo. 60s. 

Professor Brande’s Lectures on Organic 
Chemistry, as applied to Manufactures; 
including Dyeing, Bleaching, Calico-Print¬ 
ing, Sugar-Manufacture, the Preservation 
of Wood, Tanning, &c.; delivered before the 
Members of the Royal Institution. Arranged 
by permission from the Lecturer’s Notes by 
J. Scoffern, M.B. Fcp. 8vo. with Wood- 
cuts, price 7s. 6d. 

Brewer. — An Atlas of History and Geo¬ 
graphy, from the Commencement of the 
Christian Era to the Present Time : Com¬ 
prising a Series of Sixteen coloured Maps, 
arranged in Chronological Order, with Illus¬ 
trative Memoirs. By the Rev J. S. Brewer, 

M.A., Professor of English History and 
Literatui’e in King’s College, London. 
Second Edition, revised and corrected. 
Royal 8vo. 12s. 6d. half-bound. 

Brodie. — Psychological Inquiries, in a 
Series of Essays intended to illustrate the 
Influence of the Physical Organisation on 
the Mental Faculties. By Sir Benjamin C. 
Brodie, Bart. Third Edition. Fcp.8vo. 5s. 

Bull. — The Maternal Management of 
Children in Health and Disease. By 
T. Bull, M.D., Member of the Royal 
College of Physicians ; formerly Physician- 
Accoucheur to the Finsbury Midwifery 
Institution. New Edition. Fcp. 8vo. 5s. 

Dr. T. Bull’s Hints to Mothers on the Manage¬ 
ment of then* Health during the Period of 
Pregnancy and in the Lying-in Room : With 
an Exposure of Popular Errors in connexion 
with those subjects, &c.; and Hints upon 
Nursing. New Edition. Fcp. 8vo. 5s. 
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Buckingham—Autobiography of James 
Silk Buckingham : Including his Voyages, 
Travels, Adventures, Speculations, Suc¬ 
cesses and Failures, frankly and faithfully 
narrated; with Characteristic Sketches of 
Public Men. Yols. I. and II. post Svo. 21s. 

Burton.—First Footsteps in East Africa; 
or, an Exploration of Harar. By Richaud 

F. Burton, Captain, Bombay Army. With 

Maps and coloured Plates. 8vo. 18s. 

Burton. — Personal Narrative of a Pil- 
Bunsen. — Christianity and Mankind, 

their Beginnings and Prospects. By 
Christian Charles Josias Bunsen, D.D., 

D.C.L., D.Ph. Being a New Edition, cor¬ 
rected, remodelled, and extended, of Hip- 
poly his and his Age. 7 vols. 8vo. £5. 5s. 

*** This Second Edition of the Ilippolytus is composed 
of three distinct works, which may be had separately, as 
follows 

1. Hippolytns and his Age; or, the Beginnings ar.d 
Prospects of Christianity. 2 vols. Svo. price £1.10s. 

2. Outline of the Philosophy of Universal Histoiy ap¬ 
plied to Language and Religion: Containing an Ac¬ 
count of the Alphabetical Conferences. 2 vols. Svo. 
price £1.13s. 

3. Analecta Aute-Nicocna. 3 vols. 8vo. price 12. 2s. 

Bunsen.—Lyra Germanica: Hymns for 
the Sunday3 and chief Festivals of the 
Christian Year. Translated from the 
German by Catherine Wink worth. 

Third Edition. Fcp. Svo. 5s. 
*** This selection of German Hymns has been made from 

a collection published in Germany by the Clievalier 13 unsen ; 
and forms a companion volume to 

Theologia Germanica: 'Which setteth forth 
many fair lineaments of Divine Truth, and 
saitli very lofty and lovely things touching 
a Perfect Lite. Translated oy Susanna 

Winkworth. With a Preface by the Rev. 
Charles Kingsley ; and a Letter by Cheva¬ 
lier Bunsen. Third Edition. Fcp. 8vo. 5s. 

Bunsen. — Egypt’s Place in Universal 
History: An Historical Investigation, in 
Five Books. By C. C. J. Bunsen, D.D., 
D.C.L., D.Ph. Translated from the Ger¬ 
man by C. H. Cottrell, Esq., M.A. 
With many Illustrations. Yol. I. 8vo. 28s.; 
Yol. II. Svo. 30s. 

Burton (J. H.)—The History of Scotland 
from the Revolution to the Extinction of the 
Last Jacobite Insurrection (1689-1748). By 
John Hill Burton. 2 vols. Svo. 26s. 

Eishop S. Butler’s General Atlas of 
Modern and Ancient Geography ; compris¬ 
ing Fifty-two full-coloured Maps; with 
complete Indices. New Edition, nearly all 
re-engraved, enlarged, and greatly improved. 
Edited by the Author’s Son. Royal 4to. 
24s. half-bound. 

Separately 

STlie Modern Atlas of 28 full-coloured Maps. 
Royal Svo. price 12s. 

The Ancient Atlas of 24 lull-coloured Maps. 
Royal Svo. price 12s. 

Eishop S. Butler’s Sketch of Modern and 
Ancient Geography. New Edition, tho¬ 
roughly revised, with such Alterations intro¬ 
duced as continually progressive Discoveries 
and the latest Information have rendered 
necessary. Post 8vo. price 7s. 6d. 

grimage to El Medinah and Meccah. By 
Richard F. Burton, Captain, Bombay 
Army. Second Edition, revised; with coloured 
Plates and Woodcuts. 2 vols. crown 8vo. 
price 24s. 

The Cabinet Lawyer: A Popular Digest 
of the Laws of England, Civil and Criminal; 
with a Dictionary of Law Terms, Maxims, 
Statutes, and Judicial Antiquities ; Correct 
Tables of Assessed Taxes, Stamp Duties, 
Excise Licenses, and Post-Horse Duties; 
Post-Office Regulations ; and Prison Disci¬ 
pline. 17tli Edition, comprising the Public 
Acts of the Session 1857. Fcp. 8vo. 10s. 6d. 

The Cabinet Gazetteer: A Popular Expo¬ 
sition of All the Countries of the World: 
their Government, Population, Revenues, 
Commerce, and Industries; Agricultural, 
Manufactured, and Mineral Products ; Re¬ 
ligion, Law’s, Manners, and Social State; 
With brief Notices of their History and An¬ 
tiquities. By the Author of The Cabinet 
Lawyer. Fcp. 8vo. 10s. 6d. cloth; or 13s. 
bound in calf. 

“ The author has neglected 
no modern sources ofinform- 
ation, and all his short, suc¬ 
cinct, and neat descriptions 
of the different places are 
quite conformable to present 
knowledge. Sarawak, for 
example, in Borneo, is not 
omitted, and of San Fran¬ 
cisco there is quite a detailed 
description. The work is 
compiled with considerable 
care, and in the 1)12 pages 

that it contains there is a 
vast amount of geographical 
and topographical informa¬ 
tion pleasantly condensed. 
The Cabinet Gazetteer, 
though not intended to 
supersede more elaborate 
works, will, to some extent, 
have that effect; but it will 
be sure to find a large and 
permanent circulation of its 
own.” 

Economist. 

Calendar of English State Papers, Do¬ 
mestic Series, of the Reigns of Edward VI., 
Mary, Elizabeth, 1547—1580, preserved in 
the State Paper Department of Her Ma¬ 
jesty’s Public Record Office. Edited by 
Robert Lemon, Esq., E.S.A., under the 
direction of the Master of the Rolls, and 
with the sanction of Her Majesty’s Secre¬ 
tary of State for the Home Department, 
Imperial 8vo. 15s. 

Calendar of English State Papers, Do¬ 
mestic Series, of the Reign of James I., 
1603—1610 (comprising the Papers relating 
to the Gunpowder Plot), preserved in the 
State Paper Department of H.M. Public 
Record Office. Edited by Mary Anne 

Everett Green, Author of The Lives of the 
Princesses of England, &c., under the direc¬ 
tion of the Master of the Rolls, and with 
the sanction of H.M. Secretary of State for 
the Home Department. Imperial Svo. 15s. 



6 NEW WORKS and NEW EDITIONS 

Calvert. — The Wife’s Manual; or, 
Prayers, Thoughts, and Songs on Several 
Occasions of a Matron’s Life. By the Rev. 
W. Calyeet, M.A. Ornamented from De¬ 
signs by the Author in the style of Queen 
Elizabeth's Prayer-Book. Second Edition. 
Crown 8vo. 10s. 6d. 

Carlisle (Lord).—A Diary in Turkish and 
Greek Waters. By the Right Hon. the 
Eaeloe Caelisle. Fifth Edition. Post 8vo. 
price 10s. Gd. 

Catlow.— Popular Conchology; or, the 
Shell Cabinet arranged according to the 
Modern System : With a detailed Account 
of the Animals, and a complete Descriptive 
List of the Families and Genera of Recent 
and Fossil Shells. By Agnes Catlow. 

Second Edition, much improved ; with 405 
Woodcut Illustrations. Post 8vo. price 14s, 

Cecil. —The Stud Farm; or, Hints on 
Breeding Horses for the Turf, the Chase, and 
the Road. Addressed to Breeders of Race- 
Horses and Hunters, Landed Proprietors, 
and especially to Tenant Farmers. By 
Cecil. Fcp. 8vo. with Frontispiece, 5s. 

Cecil’s Stable Practice; or, Hints on Training 
for the Turf, the Chase, and the Road j 
with Observations on Racing and Hunt¬ 
ing, Wasting, Race-Riding, and Handi¬ 
capping : Addressed to Owners of Racers, 
Hunters, and other Horses, and to all who 
are concerned in Racing, Steeple-Chasing, 
and Fox-Hunting. Fcp. 8vo. with Plate, 
price 5s. half-bound. 

Chapman. — History of Gustavus Adol¬ 
phus, and of the Thirty Years’ War up to the 
King’s Death : With some Account of its 
Conclusion by the Peace of Westphalia, in 
1648. By B. Chapman, M.A., Yicar of 
Letterhead. 8vo. with Plans, 12s. 6d. 

Chevreul On the Harmony and Contrast 
of Colours, and their Applications to the 
Arts : Including Painting, Interior Decora¬ 
tion, Tapestries, Carpets, Mosaics, Coloured 
Glazing, Paper-Staining, Calico-Printing, 
Letterpress-Printing, Map-Colouring,Dress, 
Landscape and Flower-Gardening, &c. &c. 
Translated by Chaeles Maetel. Second 
Edition; with 4 Plates. Croivn 8vo. 
price 10s. 6d. 

Connolly—History of the Royal Sappers 
and Miners : Including the Services of the 
Corps in the Crimea and at the Siege of 
Sebastopol. By T. W. J. Connolly, Quar¬ 
termaster of the Royal Engineers. Second 
Edition, revised and enlarged ; with 17 co¬ 
loured plates. 2 vols. 8vo. price 30s. 

Conybeare and Howson.—The Life and 
Epistles of Saint Paul: Comprising a com¬ 
plete Biography of the Apostle, and a 
Translation of lii3 Epistles inserted in 
Chronological Order. By the Rev. W. J. 
Conybeaee, M.A.; and the Rev. J. S. 
IIowson, M.A. Second Edition, revised and 
corrected ; with several Maps and Wood- 
cuts, and 4 Plates. 2 vols. square crown 
8vo. 31s. Gd, cloth. 

*** The Original Edition, with more numerous Illustra¬ 
tions, in 2 vols. 4to. price 48s.—may also be had. 

Conybeare.—Essays, Ecclesiastical and Social : 
Reprinted, with Additions, from the 
Edinburgh Review. By the Rev. W. J. 
Conybeaee, M.A., late Fellow of Trinity 
College, Cambridge. 8vo. 12s. 

Dr. Copland’s Dictionary of Practical 
Medicine: Comprising General Pathology, 
the Nature and Treatment of Diseases, 
Morbid Structures, and the Disorders es¬ 
pecially incidental to Climates, to Sex, and 
to the different Epochs of Life; with nume¬ 
rous approved Formulae of the Medicines 
recommended. Yols. I. and II. 8vo. price 
£3; and Parts X. to XYIII. 4s. 6d. each. 

*** Part XIX., completing the work, is nearly ready. 

Cotton. —Instructions in the Doctrine 
and Practice of Christianity. Intended 
chiefly as an Introduction to Confirmation. 
By G. E. L. Cotton, M.A. 18mo. 2s. Gd. 

Cresy’s Encyclopedia of Civil Engi¬ 
neering, Historical, Theoretical, and Prac¬ 
tical. Illustrated by upwards of 3,000 
Woodcuts. Second Edition, revised and 
brought down to the Present Time in a 
Supplement,comprisingMetropolitan Water- 
Supply, Drainage of Towns, Railways, 
Cubical Proportion, Brick and Iron Con¬ 
struction, Iron Screw Piles, Tubular Bridges, 
&c. Svo. 63s. cloth. — The Supplement 

separately, price 10s. Gd. cloth. 

The Cricket-Field; or, the Science and 
History of the Game of Cricket. By the 
Author of Principles of Scientific Batting. 
Second Edition, greatly improved; with 
Plates and Woodcuts. Fcp. 8vo. price 5s. 

Crosse.'—Memorials, Scientific and Li¬ 
terary, of Andrew Crosse, the Electrician. 
Edited by Mrs. Ceosse. Post 8vo. 9s. 6d. 

Cruiksliank. — The Life of Sir John 
FalstafF, illustrated by George Cruiksliank. 
With a Biography of the Knight, from au¬ 
thentic sources, by Robebt B. Beough, 

Esq. Royal Svo.—In course of publication 
monthly, and to be completed in 10 Num¬ 
bers, each containing 2 Plates, price Is. 
The first G Numbers are now ready. 
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Lady Cust’s Invalid’s Book.— The In¬ 
valid’s Own Book : A Collection of Recipes 
from various Books and various Countries. 
By the Honourable Lady Cust. Second 
Edition. Fcp. 8vo. price 2s. 6d. 

Dale—The Domestic Liturgy and Family 
Chaplain, in Two Parts : Past I. Church 
Services adapted for Domestic Use, with 
Prayers for Every Day of the Week, selected 
from the Book of Common Prayer; Part 
II. an appropriate Sermon for Every Sunday 
in the Year. By the Rev. Thomas Dale, 
M.A., Canon Residentiary of St. Paul’s. 
Second Edition. Post 4to. 21s. cloth; 
31s. 6d. calf; or £2. 10s. morocco. 

r The Family Chaplain, 123. 

Separately \ -jHE domestic Liturgy, 10s. 6d. 

Davy (Dr. J.) — The Angler and his 
Friend; or, Piscatory Colloquies and Fish¬ 
ing Excursions. By John Davy, M.D., 
F.R.S., &c. Fcp. 8vo. price 6s. 

The Angler in the Lake District: Or, Piscatory 
Colloquies and Fishing Excursions in West¬ 
moreland and Cumberland. By John 
Davy, M.D., F.R.S. Fcp. 8vo. 6s. 6d. 

Delabeche.—Report on the Geology of 
Cornwall, Devon, and West Somerset. By 
Sie H. T. Delabeche, F.R.S. With Maps, 
Plates, and Woodcuts. 8vo. price 14s. 

De la Rive.—A Treatise on Electricity 
in Theory and Practice. By A. De la Rive, 
Professor in the Academy of Geneva. Trans¬ 
lated for the Author by C. V. Walker, 
F.R.S. In Three Volumes; with numerous 

. Woodcuts. Vol. I. 8vo. price 18s.; Yol. II. 
price 28s.—Yol. III. is in the press. 

De Vere — May Carols. By Aubrey de 
Vere, Author of The Search after Prosjperine, 
&c. Fcp. 8vo. 5s. 

Discipline. By the Author of “ Letters 
to my Unknown Friends,” &c. Second 
Edition, enlarged. 18mo. price 2s. 6d. 

Dodd—TheJFood of London : A Sketch 
of the chief Varieties, Sources of Supply, 
probable Quantities, Modes of Arrival, Pro¬ 
cesses of Manufacture, suspected Adultera¬ 
tion, and Machinery of Distribution of the 
Food for a Community of Two Millions and 
a Half. By George Dodd, Author of 
British Manufactures, &c. Post 8vo. 10s. 6d. 

Estcourt.—Music the Voice of Harmony 
in Creation. Selected and arranged by 
Mary Jane Estcourt. Fcp. 8vo. 7s. 6d. 

The Eclipse of Faith; or, a Visit to a 
Religious Sceptic. SthEdition. Fcp. 8vo. 5s. 

Defence of The Eclipse of Faith, by its 
Author: Being a Rejoinder to Professor 
Newman’s Reply: Including a full Exami¬ 
nation of that Writer’s Criticism on the 
Character of Christ; and a Chapter on the 
Aspects and Pretensions of Modern Deism. 
Second Edition, revised. Post 8vo. 5s. 6d. 

The Englishman’s Greek Concordance of 
the New Testament: Being an Attempt at a 
Verbal Connexion between the Greek and 
the English Texts ; including a Concordance 
to the Proper Names, with Indexes, Greek- 
English and Englisli-Greek. New Edition, 
with a new Index. Royal 8vo. price 42s. 

The Englishman’s Hebrew and Chaldee Con¬ 
cordance of the Old Testament: Being an 
Attempt at a Verbal Connexion between 
the Original and the English Translations ; 
with Indexes, a List of the Proper Names 
and their Occurrences, &c. 2 vols. royal 
8vo. £3. 13s. 6d.; large paper, £4. 14s. 6d. 

Ephemera’s Handbook of Angling; 
teaching Fly-Fishing, Trolling, Bottom- 
Fishing, Salmon-Fishing : With the Natural 
History of River-Fish, and the best Modes 
of Catching them. Third Edition, corrected 
and improved; with Woodcuts. Fcp. 8vo.5s. 

Ephemera. — The Book of the Salmon: Com¬ 
prising the Theory, Principles, and Prac¬ 
tice of Fly-Fishing for Salmon; Lists of 
good Salmon Flies for every good River in 
the Empire ; the Natural History of the 
Salmon, its Habits described, and the best 
way of artificially Breeding it. By Ephe¬ 
mera ; assisted by Andrew Young. Fcp. 
8vo. with coloured Plates, price 14s. 

Fairbairn—Useful Information for En¬ 
gineers : Being a Series of Lectures delivered 
to the Working Engineers of Yorkshire and 
Lancashire. With Appendices, containing 
the Results of Experimental Inquiries into 
the Strength of Materials, the Causes of 
Boiler Explosions, &c. By William 
Fairbairn, F.R.S., F.G.S. Second Edition ; 
with numerous Plates and Woodcuts. Crown 
8vo. price 10s. 6c^ 

The Fairy Family: A Series of Ballads 
and Metrical Tales illustrating the Fairy 
Mythology of Europe. With Frontispiece 
and Pictorial Title. Crown 8vo. 10s. Cd. 

Flemish Interiors. By the Writer of 
A Glance behind the Grilles of Religious 
Houses in France. Fcp. 8vo. 7s. 6d. 
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Forester—Travels in the Islands of Cor¬ 
sica and Sardinia. By Thomas Forester, 

Author of Rambles in Norway. With nume¬ 
rous coloured Illustrations and Woodcuts, 
from Sketches made during the Tour by 
Lieutenant-Colonel M. A. Bidduleh, R.A. 
Imperial Svo. [In the press. 

Garratt.—Marvels and Mysteries of In¬ 
stinct ; or, Curiosities of Animal Life. By 
George Garratt. Second Edition, revised 
and improved; with a Frontispiece. Fcp. 
8vo. 4s. 6d. 

Gilbart.— A Practical Treatise on Bank¬ 
ing. By James William Gilbart, F.R.S., 
General Manager of the London and West¬ 
minster Bank. Sixth Edition, revised 
and enlarged. 2 vols. 12mo. Portrait, lGs. 

Gilbart. — Logic for the Million: A 
Familiar Exposition of the Art of Reasoning. 
By J. W. Gilbart, F.R.S. 5th Edition ; 
with Portrait of the Author. 12mo. 3s. 6d. 

The Poetical Works of Oliver Goldsmith. 
Edited by Bolton Corney, Esq. Illustrated 
by Wood Engravings, from Designs by 
Members of the Etching Club. Square 
crown 8vo. cloth, 21s.; morocco, £1. 16s. 

Gosse. — A Naturalist’s Sojourn in 
Jamaica. By P. H. Gosse, Esq. With 
Plates. Post 8vo. price 14s. 

Green—Lives of the Princesses of Eng¬ 
land. By Mrs. Mary Anne Eyeeett 

Green, Editor of the Letters of Royal and 
Illustrious Ladies. With numerous Por¬ 
traits. Complete in 6 vols. post 8vo. price 
10s. 6d. each.—Any Volume may be had 
separately to complete sets. 

Mr. W. R. Greg’s Essays on Political 
and Social Science, contributed chiefly to the 
Edinburgh Review. 2 vols. 8vo. price 24s. 

Greyson. — Selections from the Corre¬ 
spondence of R. E. H. Greyson, Esq. 
Edited by the Author of The Eclipse of 
Faith. 2 vols. fcp. 8vo. price 12s. 

Grove. — The Correlation of Physical 
Forces. By W. R. Groye, Q.C., M.A., 
F.R.S., &c. Third EdiMon. 8vo. price 7s. 

Gurney.—St. Louis and Henri IV.: Being 
a Second Series of Historical Sketches. 
By the Rev. JonN H. Gurney, M. A., Rector 
of St. Mary’s, Marylebone. Fcp. 8vc. 6s. 

Evening Recreations; or, Samples from the 
Lecture-Room. Edited by the Rev. J. H. 
Gurney, M.A. Crown 8vo. 5s. 

Gwilt’s Encyclopaedia of Architecture, 
Historical, Theoretical, and Practical. By 
Joseph Gwilt. With more than 1,000 

Wood Engravings, from Designs by J. S. 
Gwilt. Third Edition. 8vo. 42s. 

Halloran.—Eight Months’ Journal kept 
on board one of H.M. Sloops of Wrar, during 
Visits to Loochoo, Japan, andPootoo. By 
Alered L. Halloran, Master, R.N. With 
Etchings and Woodcuts. Post 8vo. 7s. 6d. 

Hare (Archdeacon).—The Life of Luther, 
in Forty-eight Historical Engravings. By 
Gustav Konig. With Explanations by 
Archdeacon Hare and Susanna WTnk- 

WOrth. Fcp. 4to. price 28s. 

Harford.—Life of Michael Angelo Buon¬ 
arroti: With Translations of many of his 

Poems and Letters; also Memoirs of Savo¬ 
narola, Raphael, and Vittoria Colonna. By 
John S. IIareord, Esq., D.C.L., F.R.S., 
Member of the Academy of Painting of 
St. Luke, at Rome, and of the Roman Arch¬ 

aeological Society. With Portrait and 
Plates. 2 vols. 8vo. 25s. 

Illustrations, Architectural and Pictorial, of 
the Genius of Michael Angelo Buonarroti. 
With Descriptions of the Plates, by the 
Cornmendatore Canina ; C. R. Cockerell, 

Esq., RA.; and J. S. Harford, Esq., 
D.C.L., F.R.S. Folio, 73s. 6d. haif-bound. 

Harrison.—The Light of the Forge; or, 
Counsels drawn from the Sick-Bed ot E. M. 

By the Rev. W. Harrison, M.A., Domestic 
Chaplain to H.R.H. the Duchess of Cam¬ 
bridge. Fcp. 8vo. price 5s. 

Harry Hieover.—Stable Talk and Table 
Talk; or. Spectacles for Young Sportsmen. 
By Harry Hieover. New Edition, 2 vols. 
8vo. with Portrait, price 24s. 

Harry Hieover.- The Hunting-Field. By Harry 
Hieover. With Two Plates. Fcp. 8vo. 

5s. half-bound. 

Harry Hieover. — Practical Horsemanship. 
By Harry Hieover. Second Edition; with 

2 Plates. Fcp. 8vo. 5s. half-bound. 
% 

Harry Hieover.—The Pocket and the Stud; or, 
Practical Hints on the Management of the 

Stable. By Harry Hieover. Second 
Edition; with Portrait of the Author. Fcp. 
8vo. price 5s. half-bound. 

Harry Hieover.—The Stud, for Practical Pur¬ 
poses and Practical Men: Being a Guide 
to the Choice of a Horse for use more than 
for show. By Harry Hieover. With 2 

Plates. Fcp. 8vo. price 5s. half-bound. 
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Hassall.—Adulterations Detected; or, 
Plain Instructions for the Discovery of 
Frauds in-Food and Medicine. By Arthur 

Hill Hassall, M.D. Bond., Analyst of The 
Lancet Sanitary Commission, and Author of 
the Reports of that Commission published 
under the title of Food and its Adulterations 
(which may also be had, in Bvo. price 28s.) 
With 225 Illustrations, engraved on Wood. 
Crown Svo. 17s. 6d. 

Hassall.—A History of the British Fresh 
Water Algoe: Including Descriptions of the 
Desmideee and Diatomacese. With upwards 
of One Hundred Plates of Figures, illus¬ 
trating the various Species. By Arthur 

Hill Hassall, M.D., Author of Micro¬ 
scopic Anatomy rf the Human Body, &c. 2 
vols. Svo. with 103 Plates, price £1. 15s. 

Col. Hawker’s Instructions to Young 
Sportsmen in all that relates to Guns and 
Shooting. 10th Edition, revised and brought 
down to the Present Time, by the Author’s 
Son, Major P. W. L. Hawker. With a 
Portrait of the Author, and numerous 
Plates and Woodcuts. Svo. 21s. 

Haydn’s Book of Dignities : Containing 
Rolls of the Official Personages of the British 
Empire, Civil, Ecclesiastical, Judicial, Mili¬ 
tary, Naval, and Municipal, from the Earliest 
Periods to the Present Time. Together 
with the Sovereigns of Europe, from the 
Foundation of their respective States; the 
Peerage and Nobility of Great Britain ; &c. 
Being a New Edition, improved and conti¬ 
nued, of Beatson’s Political Index. Svo. 
25s. half-bound. 

Sir John Herschel.—Essays from the 
Edinburgh and Quarterly Reviews, with Ad¬ 
dresses and other Pieces. By Sir John 

F. W. Herschel, Bart., K.IL, M.A. 8vo. 
price 18s. 

Sir John Herschel—Outlines of Astro¬ 
nomy. By Sir John F. W. Herschel, 

Bart., K.H., M.A. New Edition; with 
Plates and Woodcuts. 8vo. price 18s. 

Hill—Travels in Siberia, By S. S. Hill, 
Esq., Author of Travels on the Shores of 
the Baltic. With a large Map of European 
and Asiatic Russia. 2 vols. post 8vo. 24s. 

Hinchliff — Summer Months among the 
Alps : With the Ascent of Monte Rosa. 
By Thomas W. Hinchliff, of Lincoln’s 
Inn, Barrister-at-Law. With 4 tinted 
Views and 3 Maps. Post 8vo. price 10s. 6d. 

Hints on Etiquette and the Usages of 
Society: With a Glance at Bad Habits. 
New Edition, revised (with Additions) by a 
Lady of Rank. Fcp.8vo. price Half-a-Crown. 

Holland. — Medical Notes and Reflec¬ 
tions. By Sir Henry Holland, Bart., 
M.D., F.R.S., &c.. Physician in Ordinary 
to the Queen and Prince Albert. Third 
Edition. 8vo. 18s. 

Holland.— Chapters on Mental Physiology. By 
Sir Henry Holland, Bart., F.R.S., &c. 
Founded chiefly on Chapters contained in 
the First and. Second Editions of Medical 
Notes and Reflections by the same Author. 
8vo. price 10s. 6d. 

Hook—The Last Days of Our Lord’s 
Ministry: A Course of Lectures on the 
principal Events of Passion Week. By 
the Rev. W. F. Hook, D.D. New Edition. 
Fcp. 8vo. price 6s. 

Hooker.—Kew Gardens; or, a Popular 
Guide to the Royal Botanic Gardens of 
Kew. By Sir William Jackson Hooker, 

K.H., &c., Director. New Edition; with 
many Woodcuts. 16mo. price Sixpence. 

Hooker. — Museum of Economic Botany; or, a 

Popular Guide to the Useful and Remark¬ 
able Vegetable Products of the Museum 
in the Royal Gardens of Kew. By Sir W. J. 
Hooker, K.H., &c., Director. With 29 

Woodcuts. 16mo. price Is. 

Hooker and Arnott.—The British Flora; 
comprising the Phsenogamous or Flowering 
Plants, and the Ferns. Seventh Edition, 
with Additions and Corrections ; and nu¬ 
merous Figures illustrative of the Umbelli¬ 
ferous Plants, the Composite Plants, the 
Grasses, and the Ferns. By Sir W. J. 
Hooker, F.R.A. and L.S., &c.; and G. A. 
Walker-Ahnott, LL.D., F.L.S. 12mo. 
with 12 Plates, price 14s.; with the Plates 
coloured, price 21s. 

Horne’s Introduction to the Critical 
Study and Knowledge of the Holy Scrip¬ 
tures. Tenth Edition, revised, corrected, 
and brought down to the present time. 
Edited by the Rev. T. Hartwell Horne, 

B.D. (the Author) ; the Rev. Samuel 

Davidson, D.D. of the University of Ilalle, 
and LL.D.; and S. Prideaux Tregelles, 

LL.D. With 4 Maps and 22 Vignettes and 
Facsimiles. 4 vols. 8vo. £3. 13s. 6d. 

*** The Four Volumes may also be had separately as 
follows:— 

Vox,. I.—A Summary of the Evidence for the Genuineness, 
Authenticity, Uncorrupted Preservation, and Inspiration of 
the Holy Scriptures. By the Rev. T. H. Horne, B.D.. 8vo. 15s. 

Vox.. II.—The Text oftlie Old Testament considered: With 
a Treatise on Sacred Interpretation ; and a brief Introduc¬ 
tion to the Old Testament Books and the Apocrypha. By S. 
Davidson, D.D. (Halle) and LL.D.8vo. 25s. 

Von. III.—A Summary of Biblical Geography and Anti¬ 
quities. By the Rev. T. H. Horne, B.D.. ,8vo. 18s. 

Von. IV.—An Introduction to the Textual Criticism of the 
Neio Testament. By the Rev. T. H. Horne, B.D. The 
Critical Part re-written, and the remainder revised and 

edited by S. P. Tregelles, LL.D..8vo. 18s. 
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Horne. — A Compendious Introduction 
to the Study of the Bible. By the Eev. 
T. Hartwell Horne, B.D. New Edition, 
with Maps and Illustrations, 12mo. 9s. 

i 

Hoskyns.—Talpa; of, the Chronicles of 
a Clay Earm : An Agricultural Fragment. 
By Chandos Wren Hoskyns, Esq. Fourth 
Edition. With 24 Woodcuts from tbe 
original Designs by George Cruikshank. 

16mo. price 5s. 6d. 

TIow to Nurse Sick Children : Intended 
especially as a Help to the Nurses in the 
Hospital for Sick Children ; but containing 
Directions of service to all who have the 
charge of the Young. Fcp. 8vo. Is. 6d. 

Howitt (A. M.) —An Art-Student in 
Munich. By Anna Mary Howitt. 2 
vols. post 8vo. price 14s. 

Howitt—The Children’s Year. By Mary 
Howitt. With Four Illustrations, from 
Designs by A. M. Howitt. Square 16mo. 5s. 

Howitt—Tallangetta, the Squatter’s 
Home: A Story of Australian Life. By 
William Howitt, Author of Two Years in 
Victoria, &c. 2 vols. post 8vo. price 18s. 

Howitt. — Land, Labour, and Gold; 
or, Two Years in Victoria : With Visit to 
Sydney and Van Diemen’s Land. By 
William Howitt. 2 vols. post 8vo. 21s. 

Howitt.—Visits to Remarkable Places : 
Old Halls, Battle-Fields, and Scenes illustra¬ 
tive of Striking Passages in English History 
and Poetry. By William Howitt. With 
about 80 Wood Engravings. New Edition. 
2 vols. square crown 8vo. price 25s. 

William Howitt’s Boy’s Country Book: Being 
the Beal Life of a Country Boy, written 
by himself; exhibiting all the Amusements, 
Pleasures, and Pursuits of Children in the 
Country. New Edition; with 40 Wood- 
cuts. Fcp. 8vo. price 6s. 

Howitt.— The Rural Life of England. By 
William Howitt. New Edition, cor¬ 
rected and revised; with Woodcuts by 
Bewick and Williams. Medium 8vo. 21s. 

Hue - Christianity in China, Tartary, 
and Thibet. By M. l’Abbe Hue, formerly 
Missionary Apostolic in China ; Author of 
The Chinese Empire, &c. 2 vols. Svo. 21s. 

Hue.—The Chinese Empire: A Sequel 
to Hue and Gabet’s Journey through Tartary 
and Thibet. By the Abbe Hue, formerly 
Missionary Apostolic in China. Second 
Edition; with Map. 2 vols. 8vo. 24s. 

Hudson’s Plain Directions for Making 
Wills in conformity with the Law: With a 
clear Exposition of the Law relating to the 
distribution of Personal Estate in the case 
of Intestacy, two Forms of Wills, and much 
useful information. New and enlarged Edi¬ 
tion ; including the Provisions of the Wills 
Act Amendment Act. Fcp. 8vo. 2s. 6d. 

Hudson’s Executor’s Guide. New and 
improved Edition; with the Statutes 
enacted, and the Judicial Decisions pro¬ 
nounced since the last Edition incorporated, 
comprising the Probate and Administration 
Acts for England and Ireland, passed in the 
first Session of the New Parliament. Fcp. 
8vo. [Just ready. 

Hudson and Kennedy—Where there’s 
a Will there’s a Way : An Ascent of Mont 
Blanc by a New Boute and Without Guides. 
By the Bev. C. Hudson, M.A., St. John’s 
College, Cambridge ; and E. S. Kennedy, 

B.A., Caius College, Cambridge. Second 
Edition, with Two Ascents of Monte Rosa; a 
Plate, and a coloured Map. Post 8vo. 5s. 6d. 

Humboldt’s Cosmos. Translated, with 
the Author’s authority, by Mrs. Sabine. 

Vols. I. and II. 16mo. Half-a-Crown each, 
sewed; 3s. 6d. each, cloth : or in post 8vo. 
12s. each, cloth. Vol. III. post 8vo. 
12s. 6d. cloth: or in 16mo. Part I. 2s. 6d. 
sewed, 3s. 6d. cloth ; and Part II. 3s. sewed, 
4s. cloth. 

Humboldt’s Aspects of Nature. Translated, 
with the Author’s authority, by Mrs.Sabine. 

16mo. price 6s.: or in 2 vols. 3s. 6d. each, 
cloth; 2s. 6d. each, sewed. 

Humphreys. — Parables of Our Lord, 
illuminated and ornamented in the style of 
the Missals of the Benaissance by Henry 

Noel Humphreys. Square fcp. Svo. 21s. 
in massive carved covers ; or 30s. bound in 
morocco by Hay day. 

Hunt. — Researches on Light in its 
Chemical Belations ; embracing a Con¬ 
sideration of all the Photographic Processes. 
By Bobert Hunt, F.B.S. Second Edition, 
with Plate and Woodcuts. 8vo. 10s. 6d. 

Hutton—A Hundred Years Ago: An 
Historical Sketch, 1755 to 1756. By James 

Hutton. Post 8vo. 

Idle—Hints on Shooting, Fishing, 8cc., 
both on Sea and Land, and in tbe Fresh- 
Water Lochs of Scotland : Being the Expe¬ 
riences of C. Idle, Esq. Fcp. 8vo. 5s. 
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Mrs. Jameson’s Legends of the Saints 
and Martyrs, as represented in Christian 
Art: Forming the First Series of Sacred and 
Legendary Art. Third Edition, revised and 
improved; with 17 Etchings and upwards 
of 180 Woodcuts, many of which are new 
in this Edition. 2 vols. square crown 8vo. 
31s. 6d. 

Mrs. Jameson’s Legends of the Monastic 

Orders, as represented in Christian Art. 
Forming the Second Series of Sacred and 
Legendary Art. Second Edition, enlarged ; 
with 11 Etchings by the Author, and 88 
Woodcuts. Square crown 8vo. price 28s. 

Mrs. Jameson’s Legends of the Madonna, 

as represented in Christian Art: Forming 
the Third Series of Sacred and Legendary 
Art. Second Edition, revised and improved : 
with numerous Etchings from Drawings by 
the Author, and upwards of 150 Woodcuts. 
Square crown 8vo. [Nearly ready.. 

Mrs. Jameson’s Commonplace-Book of 
Thoughts, Memories, and Fancies, Original 
and Selected. Part I. Ethics and Character; 
Part II. Literature and Art. Second Edit. 
revised and corrected; with Etchings and 
Woodcuts. Crown 8vo. 18s. 

Mrs. Jameson’s Two Lectures on the Employ¬ 
ment of Women. 

1. Sisters of Charity, Catholic and Protestant, 
Abroad and at Home. Second Edition, with new 
Preface. Fcp. 8vo. 4s. 

2. The Commuxiox of Labour : A Second Lecture on 
the Social Employments of Women. Fcp. 8vo. 3s. 

Jaquemet’s Compendium of Chronology: 
Containing the most important Dates of 
General History, Political, Ecclesiastical, 
and Literary, from the Creation of the 
World to the end of the Year 1854. Edited 
by the Rev. J. Alcobn, M.A. Second 
Edition. Post 8vo. price 7s. 6d. 

Lord Jeffrey’s Contributions to The 
Edinburgh Review. A New Edition, com¬ 
plete in One Volume, with a Portrait en¬ 
graved by Henry Robinson, and a Vignette. 
Square crown 8vo. 21s. cloth ; or 30s. calf. 
—Or in 3 vols. 8vo. price 42s. 

Bishop Jeremy Taylor’s Entire Works: 
With Life by Bishop Hebee. Revised and 
corrected by the Rev. Chakles Page Eden, 

Fellow of Oriel College, Oxford. Now 
complete in 10 vols. 8vo. 10s. 6d. each. 

Johns.—The Land of Silence and the 
Land of Darkness. Being Two Essays on 
the Blind and on the Deaf and Dumb.* By 
the Rev. B. G. Johns, Chaplain of the 
Blind School, St. George’s Fields, South¬ 
wark. Fcp. 8vo. price 4s. Cd. 

Johnston.—A Dictionary of Geography, 
Descriptive, Physical, Statistical, and Histori¬ 
cal: Forming a complete General Gazetteer 
of the World. By A. Keith Johnston, 

F.R.S.E., F.R.G.S., F.G.S., Geographer at 
Edinburgh in Ordinary to Her Majesty. 
Second Edition, thoroughly revised. In 1 
vol. of 1,360 pages, comprising about 50,000 
Names of Places. 8vo. 36s. cloth; or half¬ 
bound in russia, 41s. 

Kemble.—The Saxons in England: A 
History of the English Commonwealth till 
the Norman Conquest. By John M. Kem¬ 

ble, M.A., &c. 2 vols. 8vo. 28s. 

Kesteven.—A Manual of the Domestic 
Practice of Medicine. By W. B. Kesteyen, 

Fellow of the Royal College of Surgeons of 
England, &c. Square post 8vo. 7s. 6d. 

Kirby and Spence’s Introduction to 
Entomology; or, Elements of the Natural 
History of Insects : Comprising an Account 
of Noxious and Useful Insects, of their Meta¬ 
morphoses, Food, Stratagems, Habitations, 
Societies, Motions, Noises, Hybernation, 
Instinct, &c. Seventh Edition, with an Ap¬ 
pendix relative to the Origin and Progress 
of the work. Crown 8vo. 5s. 

Mrs. R. Lee’s Elements of Natural His¬ 
tory ; or, First Principles of Zoology : Com¬ 
prising the Principles of Classification, inter¬ 
spersed with amusing and instructive Ac¬ 
counts of the most remarkable Animals. 
New Edition; Woodcuts. Fcp. 8vo. 7s. 6d. 

Letters 'to my Unknown Friends. By 
a Lady, Author of Letters on Happiness. 
Fourth Edition. Fcp. 8vo. 5s. 

Letters on Happiness, addressed to a Friend. 

By a Lady, Author of Letters to my Unknown 
Friends. Fcp. 8vo. 6s. 

L.E.L.—The Poetical Works of Letitia 
Elizabeth Landon ; comprising the dm pro- 
vis at rice, the Venetian Bracelet, the Golden 
Violet, the Troubadour, and Poetical Remains. 
New Edition ; with 2 Vignettes by R. Doyle. 
2 vols. 16mo. 10s. cloth ; morocco, 21s. 

Dr. John Lindley’s Theory and Practice 
of Horticulture ; or, an Attempt to explain 
the principal Operations of Gardening upon 
Physiological Grounds: Being the Second 
Edition of the Theory of Horticulture, much 
enlarged; with 98 Woodcuts. 8vo. 21s. 

Dr. John Lindley’s Introduction to 
Botany. New Edition, with Corrections and 
copious Additions. 2 vols. Svo. with Six 
Plates and numerous Woodcuts, price 24s. 
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LARDNER’S CABINET CYCLOP>EDlA 
Of History, Biography, Literature, the Arts and Sciences, Natural History, and Manufactures. 

A Series of Original Works by 

Sir John IJerschel, 
Sir James Mackintosh, 
Robert Southey, 
Sir David Brewster, 

Thomas Keightley, 
John Forster, 
Sir Walter Scott, 
Thomas Moore, 

and other Eminent Writers. 

Bishop Thirlwall, 
The Rev. G. R. Gleig, 
J. C. L. De Sismondi, 
John Phillips, F.R.S., G.S. 

Complete in 132 vols. fcp. 8vo. with Vignette Titles, price, in cloth, Nineteen Guineas. 

The Works separately, in Sets or Series, price Three Shillings and Sixpence each Volume. 

A List of the Works composing the Cabinet Cyclopaedia:— 

1. Bell’s History of Russia.3 vols. 10s. Gd. 
2. Bell’s Lives of British Poets .2 vols. 7s. 
8. Brewster’s Optics .1 vol. 3s. Gel. 
4. Cooley’s Maritime and Inland Discovery 3 vols. 10s. 6d. 
5. Crowe’s History of France.3 vols. 10s. 6d. 
6. De Morgan on Probabilities .1 vol. 3s. 6d. 
7. De Sismondi’s History of the Italian 

Republics.1 vol. 3s. 6d. 
8. De Sismondi’s Fall of the Roman Empire 2 vols. 7s. 
9. Donovan’s Chemistry .1 vol. 3s. 6d. 

10. Donovan’s Domestic Economy.2 vols. 7s. 
11. Dunham’s Spain and Portugal.5 vols. 17s. 6d. 
12. Dunham’s History of Denmark, Sweden, 

and Norway.3 vols. 10s. Gd. 
13. Dunham’s History of Poland.1 vol. 3s. Gd. 
14. Dunham’s Germanic Empire.3 vols. 10s. Gd. 
15. Dunham’s Europe during the Middle 
Ages.4 vols. 14s. 

6. Dunham’s British Dramatists.2 vols. 7s. 
17. Dunham’s Lives of Early Writers of 

Great Britain .i.1 vol. 3s. 6d. 
18. Fergus’s History of the United States .. 2 vols. 7s. 
19. Fosbroke’s Grecian & Roman Antiquities 2 vols. 7s. 
20. Forster’s Lives of the Statesmen of the 

Commonwealth .5 vols. 17s. Gd. 
21. Gleig’s Lives of British Military Com¬ 

manders.3 vols. 10s. 6d. 
22. Grattan’s History of the Netherlands ... 1 vol. 3s. Gd. 
23. Henslow’s Botany.1 vol. 3s. Gd. 
24. Herschel’s Astronomy..'.1 vol. 3s. 6d. 
25. Herschel’s Discourse on Natural Philo¬ 

sophy .1 vol. 3s. 6d. 
26. History of Rome.2 vols. 7s. 
27. History of Switzerland.1 vol. 8s. Gd. 
28. Holland’s Manufactures in Metal.3 vols. 10s. Gd. 
29. James’s Lives of Foreign Statesmen_5 vols. 17s. 6d. 
30. Rater and Lardner’s Mechanics.1 vol. 3s. Gd. 
31. Keightley’s Outlines of History.1 vol. 3s. Gd. 
32. Lardner’s Arithmetic.1 vol. 3s. Gd. 
33. Lardner’s Geometry.1 vol. 3s. Gd. 

34. Lardner on Heat.1 vol. 3s. Gd. 
35. Lardner’s Hydrostatics and Pneumatics 1 vol. 3s. Gd. 
36. Lardner and Walker’s Electricity and 

Magnetism.2 vols. 7s. 
37. Mackintosh, Forster, and Courtenay’s 

Lives of British Statesmen.7 vols. 24s. Gd. 
38. Mackintosh, Wallace, and Bell’s History 

of England.10 vols. 35s. 
39. Montgomery and Shelley’s eminent Ita¬ 

lian, Spanish, and Portuguese Authors 3 vols. 10s. Gd. 
40. Moore’s History of Ireland.4 vols. 14s. 
41. Nicolas’s Chronology of History.1 vol. 3s. 6d. 
42. Phillips’s Treatise on Geology.2 vols. 7s. 
43. Powell’s History of Natural Philosophy 1 vol. 3s. 6d. 
44. Porter’s Treatise on the Manufacture of 
Silk.l vol. 3s. Gd. 

45. Porter’s Manufactures of Porcelain and 
Blass.1 vol. 3s. Gd. 

46. Roscoe’s British Lawyers.1 vol. 3s. 6d, 
47. Scott’s History of Scotland.2 vols. 7s. 
48. Shelley’s Lives of eminent French 

Authors.  .2 vols. 7s. 
49. Sliuckard and Swainson’s Insects.1 vol. 3s. Gd. 
50. Southey’s Lives of British Admirals .... 5 vols. 17s. 6d. 
51. Stebbing’s Church History.. 2 vols. 7s. 
52. Stebbing’s History of the Reformation.. 2 vols. 7s. 
53. Swainson’s Discourse on Natural History 1 vol. 3s. 6d. 
54. Swainson’s Natural History and Classi¬ 

fication of Animals .1 vol. 3s. Gd. 
55. Swainson’s Habits and Instincts of 

Animals.1 vol. 3s. Gd. 
56. Swainson’s Birds.2 vols. 7s. 

! 57. Swainson’s Fish, Reptiles, &c.2 vols. 7s. 
| 58. Swainson’s Quadrupeds.1 vol. 3s. Gd. 

59. Swainson’s Shells and Shell-Fish.1 vol. 3s. Gd. 
GO. Swainson’s Animals in Menageries.1 vol. 3s. 6d. 
61. Swainson’s Taxidermy and Biography of 

Zoologists.1 vol. Ss. Gd. 
G2. Thirlwall’s History of Greece.8 vols. 28s. 

Linwood — Anthologia Oxoniensis, sive 
Florilegium e Lusibus poeticis diversorum 
Oxoniensium Grsecis et Latinis decerptuip. 
Curante Gulielmo Linwood, M.A., iEdis 
Christi Alumno. 8vo. price 14s. 

Lorimer’s (C.) Letters to a Young Master 
Mariner on some Subjects connected with 
his Calling. New Edition. Ecp. 8vo. 5s. 6d. 

Loudon’s Encyclopaedia of Gardening: 
Comprising the Theory and Practice of Hor¬ 
ticulture, Floriculture, Arboriculture, and 
Landscape-Gardening. With many hundred 
Woodcuts. New Edition, corrected and 
improved by Mrs. Loudon. 8yo. 50s. 

Loudon’s Encyclopaedia of Trees and 
Shrubs, or Arboretum et F)-uticetum Briian- 
nicum abridged : Containing the Hardy Trees 
and Shrubs of Great Britain, Native and 
Foreign, Scientifically and Popularly De¬ 
scribed. With about 2,000 Woodcuts. 
8vo. 50s. 

Loudon’s Encyclopaedia of Agriculture: 
Comprising the Theory and Practice of the 
Valuation, Transfer, Laying-out, Improve¬ 
ment, and Management of Landed Property, 
and of the Cultivation and Economy of the 
Animal and Vegetable Productions of Agri¬ 
culture. New and cheaper Edition; with 
1,100 Woodcuts. 8vo. 31s. 6d. 
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Loudon’s Encyclopaedia of Plants: Com¬ 
prising the Specific Character, Description, 
Culture, History, Application in the Arts, 
and every other desirable Particular respect- 
ing all the Plants found in Great Britain. 
New Edition, corrected by Mbs. Loudon. 

With upwards of 12,000 Woodcuts. 8vo. 
£3. 13s. 6d.—Second Supplement, 21s. 

Loudon’s Encyclopaedia of Cottage, 
Farm, and Yilla Architecture and Furniture. 
New Edition, edited by Mes. Loudon ; with 
more than 2,000 Woodcuts. 8vo. 63s. 

Loudon’s Self-Instruction for Young 
Gardeners, Foresters, Bailiffs, Land Stew¬ 
ards, and Farmers; in Arithmetic, Book¬ 
keeping, Geometry, Mensuration, Practical 
Trigonometry, Mechanics, Land-Surveying, 
Levelling, Planning and Mapping, Architec¬ 
tural Drawing, and Isometrical Projection 
and Perspective. 8vo. Portrait, 7s. 6d. 

Loudon’s Hortus Britannicus; or, Cata¬ 
logue of all the Plants found in Great 
Britain. New Edition, corrected by Mbs. 

Loudon. 8vo. 31s. 6d. 

Mrs. Loudon’s Lady’s Country Compa¬ 
nion ; or, How to Enjoy a Country Life 
Rationally. Fourth Edition, with Plates 
and Woodcuts. Fcp. 8vo. 5s. 

Mrs. Loudon’s Amateur Gardener’s 
Calendar, or Monthly Guide to what should 
be avoided and done in a Garden. 16mo. 
with Woodcuts, 7s. 6d. 

Low’s Elements of Practical Agriculture; 
comprehending the Cultivation of Plants, the 
Husbandry of the Domestic Animals, and 
the Economy of the Farm. New Edition; 
with 200 Woodcuts. 8vo. 21s. 

Macaulay.—Speeches of the Right Hon. 
Lord Macaulay. Corrected by Himself. 

8vo. price 12s. 

Macaulay. — The History of England 
from the Accession of James II. By 
the Right Hon. Loed Macaulay. New 

Edition. Yols. I. and II. 8vo. price 32s. j 
Yols III. and IY. price 36s. 

Lord Macaulay’s Critical and Historical 
Essays contributed to The Edinburgh 
Review. Four Editions, as follows :— 

1. A Library Edition (the Eighth), in 3 vols, 8ro. 
price 36s. 

2. Complete in One Volume, with Portrait and Vig¬ 
nette. Square crown Bvo. price 21s. cloth; or 
30s. calf. 

3. Another New ifbiTiON, in 3 vols. fcp. Svo. price 
21s. cloth. 

4. The People’s Edition, in 2 vols. crown Svo. price 
8s. cloth. 

Macaulay.—Lays of Ancient Rome, with 
Ivry and the Armada. By the Right 
Hon. Loed Macaulay. New Edition. 
16mo. price 4s. 6d. cloth; or 10s. 6d. 
bound in morocco. 

Lord Macaulay’s Lays of Ancient Rome. 
With numerous Illustrations, Original and 
from the Antique, drawn on Wood by 
George Scharf, jun., and engraved by Samuel 
Williams. New Edition. Fcp. 4to. price 
21s. boards ; or 42s. bound in morocco. 

Mac Donald. — Poems. By George 
Mac Donald, Author of Within and With- 
out. Fcp. 8vo. 7s. 

Mac Donald.—Within and Without: A 
Dramatic Poem. By Geoege Mac Donald. 

Second Edition, revised; fcp. 8vo. 4s. 6d. 

Macdonald. — Villa Verocchio; or, the 
Youth of Leonardo da Yinci: A Tale. By 
the late Miss D. L. Macdonald. Fcp. 8vo. 
price 6s. 

MacDougall.—The Theory of War illus¬ 
trated by numerous Examples from His¬ 
tory. By Lieutenant-Colonel MacDougall, 

Superintendent of Studies in the Royal 
Military College, Sandhurst. Post 8vo. with 
10 Plans of Battles, price 10s. 6d. 

M‘Dougall.—The Eventful Voyage of 
H.M. Discovery Ship Resolute to the Arctic 
Regions in Search of Sir John Franklin and 
the Missing Creucs of H.M. Discovery Ships 
Erebus and Terror, 1852, 1853, 1854. To 
which is added an Account of her being 
fallen in with by an American Whaler, after 
her abandonment in Barrow Straits, and of 
her presentation to Queen Yictoria by the 
Government of the United States. By 
Geoege F. M‘Dougall, Master. With a 
coloured Chart; 8 Illustrations in tinted 
Lithography ; and 22 Woodcuts. 8vo. price 
21s. cloth. 

Sir James Mackintosh’s Miscellaneous 
Works : Including his Contributions to The 
Edinburgh Review. Complete in One 
Volume ; with Portrait and Vignette. 
Square crown 8vo. 21s. cloth ; or 30s. bound 
in calf: or in 3 vols. fcp. 8vo. 21s. 

Sir James Mackintosh’s History of England 

from the Earliest Times to the final Esta¬ 
blishment of the Reformation. Library Edi¬ 
tion, revised. 2 vols. Svo. 21s. 

Macleod.—The Theory and Practice of 
Banking: With the Elementary Principles 
of Currency, Prices, Credit, and Exchanges. 
By Heney Dunning Macleod, of the 
Inner Temple,Esq., Barrister-at-Law. 2 vols. 
royal 8vo. price 30s. 
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Macnaught—1The Doctrine of Inspira¬ 
tion : Being an Inquiry concerning the In¬ 
fallibility, Inspiration, and Authority of 
Holy Writ. By the Rev. John Mac- 

nattght, M.A. Second Edition, revised. 
Crown 8vo. price 4s. 6d. 

M'Culloch’s Dictionary, Practical, Theo¬ 
retical, and Historical, of Commerce and 
Commercial Navigation. Illustrated with 
Maps and Plana. New Edition, corrected 
to the Present Time ; with a Supplement. 
8vo. price 50s. cloth; half-russia, 55s. 

MfCulloch’s Dictionary, Geographical, 
Statistical, and Historical, of the various 
Countries, Places, and principal Natural 
Objects in the World. Illustrated with Six 
large Maps. New Edition, revised; with a 
Supplement. 2 vols. 8vo. price 63s. 

Maguire.—Rome; its Ruler and its In¬ 
stitutions. By John Francis Magdtre, 

M.P. With a Portrait of Pope Pius IX. 
Post 8vo. price 10s. 6d. 

Maitland.—The Church in the Cata¬ 
combs r A Description of the Primitive 
Church of Rome. Illustrated by its Sepul¬ 
chral Remains. By the Rev. Charles 

Maitland. New Edition ; with several 
Woodcuts. 8vo. price 14s. 

Qut-of-Doors Drawing.—Aphorisms on 
Drawing. By the Rev. S. C. Malan, M.A. 
of Balliol College, Oxford ; Vicar of Broad- 
windsor, Dorset. Post 8vo. 3s. 6d. 

Mrs. Marcet’s Conversations on Chemis¬ 
try, in which the Elements of that Science 
are familiarly explained and illustrated by 
Experiments. New Edition, enlarged and 
improved. 2 vols. fcp. 8vo. price 14s. 

Mrs. Marcet’s Conversations on Natural Phi¬ 

losophy, in which the Elements of that 
Science are familiarly explained. New Edi¬ 
tion, enlarged and corrected ; with 23 Plates. 
Fcp. 8vo. price 10s. 6d. 

Martineau.—Endeavours after the Chris¬ 
tian Life: Discourses. By James Mar¬ 

tineau. 2 vols. post 8vo. 7s. 6d. each. 

Martineau.—Hymns for the Christian Church 

and Home. Collected and edited by James 

Martineau. Eleventh Edition, 32mo. 3s. 6d. 
cloth, or 5s. calf; Fifth Edition, 32mo. Is. 4d. 
cloth, or Is. 8d. roan. 

Martineau.—Miscellanies : Comprising Essays 
on Dr. Priestley, Arnold’s Life and Corre¬ 
spondence, Church and State, Theodore 
Parker’s Discourse of Religion, “Phases of 
Faith,” the Church of England, and the 
Battle of the Churches. By James Mar¬ 

tineau. Post 8vo. 9s. 

Maunder’s Scientific and Literary Trea¬ 
sury : A new and popular Encyclopsedia of 
Science and the Belles-Lettres; including 
all branches of Science, and every subject 
connected with Literature and Art. New 
Edition. Fcp. 8vo. price 10s. cloth; bound 
in roan, 12s.; calf, 12s. 6d. 

Maunder’s Biographical Treasury; con¬ 
sisting of Memoirs, Sketches, and brief 
Notices of above 12,000 Eminent Persons of 
All Ages and Nations, from the Earliest 
Period of History : Forming a new and com¬ 
plete Dictionary of Universal Biography. 
Ninth Edition, revised throughout. Fep.8vo. 
10s. cloth; bound in roan, 12s.; calf, 12s. 6d. 

Maunder’s Treasury of Knowledge, and 
Library of Reference. Comprising an Eng¬ 
lish Dictionary and Grammar, a Universal 
Gazetteer, a Classical Dictionary, a Chrono¬ 
logy, a Law Dictionary, a Synopsis of the 
Peerage, numerous useful Tables, &c. New 
Edition, carefully revised and corrected 
throughout: With Additions. Fcp. 8vo. 
10s. cloth ; bound in roan, 12s.; calf, 12s. 6d. 

Maunder’s Treasury of Natural History; 
or, a Popular Dictionary of Animated 
Nature : In which the Zoological Character¬ 
istics that distinguish the different Classes, 
Genera, and Species, are combined with a 
variety of interesting Information illustrative 
of the Habits, Instincts, and General Eco¬ 
nomy of the Animal Kingdom. With 900 
Woodcuts. New Edition. Fcp. 8vo. price 
10s. cloth ; roan, 12s.; calf, 12s. 6d. 

Maunder’s Historical Treasury; com¬ 
prising a General Introductory Outline of 
Universal History, Ancient and Modern, 
and a Series of separate Histories of every 
principal Nation that exists; their Rise, 
Progress, and Present Condition, the Moral 
and Social Character of their respective In¬ 
habitants, their Religion, Manners and Cus¬ 
toms, &c. New Edition ; revised through¬ 
out, with a new General Index. Fcp. 8vo. 
10s. cloth ; roan, 12s.; calf, 12s. 6d. 

Maunder’s Geographical Treasury.— 
The Treasury of Geography, Physical, His¬ 
torical, Descriptive, and Political; contain¬ 
ing a succinct Account of Every Country in 
the World : Preceded by an Introductory 
Outline of the History of Geography; a 
Familiar Inquiry into the Varieties of Race 
and Language exhibited by different Nations; 
and a View of the Relations of Geography 
to Astronomy and the Physical Sciences. 
Commenced by the late Samuel Maunder ; 
completed by William Hughes, F.R.G.S., 
late Professor of Geography in the College 
for Civil Engineers. New Edition ; with 7 
Maps and 16 Steel Plates. Fcp. 8vo. 10s. 
cloth; roan, 12s.; calf, 12s. 6d. 
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Melville. — The Confidence-Man : His 
Masquerade. By Herman Melville, Au¬ 
thor of Typee, Omoo, &c. Fep. Svo. 5s. 

Merivale. — A History of the Romans 
under the Empire. By the Rev. Charles 
Merivale, B.D., late Fellow of St. John’s 
College, Cambridge. 8vo. with Maps. 

Vols. I. and II. comprising the History to the Fall of 
Julius Caesar. Second Edition.28s. 

Vol. III. to the establishment of the Monarchy by 'Au¬ 
gustus. Second Edition.14s. 

Vols. IV. and V. from Augustus to Claudius, B.c. 27 to 
A.D. 54.  32s. 

Merivale.—The Fall of the Roman Repub¬ 
lic : A Short History of the Last Century of 
the Commonwealth. By the Rev. C. Meri¬ 
vale, B.D., late Fellow of St. John’s College, 
Cambridge. New Edition. 12mo. 7s. 6d. 

Merivale.—An Account of the Life and Letters 
of Cicero. Translated from the German of 
Abeken ; and Edited by the Rev. Charles 
Merivale, B.D. 12mo. 9s. 6d. 

Merivale (L. A.)—Christian Records: A 
Short History of Apostolic Age. By L. A. 
Merivale. Fep. 8vo. 7s. 6d. 

Miles.—The Horse’s Foot, and How to 
Keep it Sound. Eighth Edition; with an 
Appendix on Shoeing in general, and Hunters 
in particular, 12 Plates and 12 Woodcuts. 
By W. Miles, Esq. Imperial 8vo. 12s. 6d. 

*** Two Casts or Models of Off Fore Feet, No. 1, Shod for 
All Purposes, No. 2, Shod with Leather, on Mr. Miles’s plan, 
may be had, price 3s. each. 

Miles—A Plain Treatise on Horse-Shoeing. 
By William Miles, Esq. With Plates and 
Woodcuts. Small 4to. price 5s. 

Milner’s History of the Church of Christ. 
With Additions by the late Rev. Isaac 
Milner, D.D., F.R.S. A New Edition, 
revised, with additional Notes by the Rev. 
T. Grantham, B.D. 4 vols. 8vo. price 52s. 

Moore.—The Power of the Soul over the 
Body, considered in relation to Health and 
Morals. By George Moore, M.D. Fifth 
Edition. Fep. 8vo. 6s. 
“It shows that unless 

the inward principle be 
disciplined, purified, and 
enlightened, vainly must 
we look for that harmony 

between mind and body 
so necessary to human 
enjoyment.We would 
say, Read the book.” 

Athenajum. 

Moore.—Man and his Motives. By George 
Moore, M.D. Third Edition. Fep. Svo. 6s. 

Moore.—The Use of the Body in relation to the 
Mind. By George Moore, M.D. Third 
Edition. Fep. 8vo. 6s. 

Moore. —Memoirs, Journal, and Corre¬ 
spondence of Thomas Moore. Edited by 
the Right Hon. Lord John Russell, M.P. 
With Portraits and Vignette Illustrations. 
8 vols. post 8vo. price 10s. 6d. each. 

Thomas Moore’s Poetical Works : Com¬ 
prising the Author’s recent Introductions 
and Notes. The Traveller's Edition, com¬ 
plete in One Volume, printed in Ruby Type j 
with a Portrait. Crown Svo. 12s. 6d. cloth; 
morocco by Hay day, 21s.—Also the Library 
Edition complete in 1 vol. medium Svo. with 
Portrait and Vignette, 21s. cloth ; morocco 
by Hayday, 42s. — And the First collected 
Edition, in 10 vols. fep. Svo. with Portrait 
and 19 Plates, price 35s. 

Moore. — Poetry and Pictures from 
Thomas Moore: Being Selections of the 
most popular and admired of Moore’s Poems, 
copiously illustrated with highly-finished 
Wood Engravings from original Designs by 

C. W. Cope, R.A. F. R. Pickersgill, R.A. 
E. C. Coebould, S. Read, 
J. Cropset, G. Thomas, 
E. Duncan, F. Topham, 
Birket Foster, H. Warren, 
J. C. Horsley, A.R.A. Harrison Weir, and 
H. Le Jeune, F. Wyburd. 

Fep. 4to., printed on toned paper, and ele¬ 
gantly bound. [Nearly ready. 

Montgomery.—Memoirs of the Life and 
Writings of James Montgomery: Including 
Selections from his Correspondence, Remains 
in Prose and Verse, and Conversations. By 
JonN Holland and James Everett. With 
Portraits and Vignettes. 7 vols. post 8vo. 
price £3. 13s. 6d. 

James Montgomery’s Poetical Works: 
Collective Edition ; with the Author’s Auto¬ 
biographical Prefaces, complete in One 
Volume ; with Portrait and Vignette. Square 
crown 8vo. price 10s. 6d. cloth; morocco, 
21s.—Or, in 4 vols. fep. 8vo. with Portrait, 
and 7 other Plates, price 14s. 

Moore’s Epicurean. New Edition, with 
the Notes from the collective edition of 
Moore's Poetical Works; and a Vignette en¬ 
graved on Wood from an original Design by 
D. Maclise, R.A. 16mo. 5s. cloth j or 
12s. 6d. morocco by Hayday. 

Moore’s Songs, Ballads, and Sacred 
Songs. New Edition, printed in Ruby 
Type; with the Notes from the collective 
edition of Moore's Poetical Works, and a 
Vignette from a Design by T. Creswick, R.A. 
32mo. 2s. 6d—An Edition in 16mo. with 
Vignette by R. Doyle, price 5s.; or 12s. 6d. 
morocco by Hayday. 
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Moore’s Lalla Rookh: An Oriental 
Romance. With 13 highly-finished Steel 
Plates from Original Designs by Corbould, 
Meadows, and Stephanoff, engraved under 
the superintendence of the late Charles 
Heath. New Edition. Square crown 8vo. 
price 15s. cloth ; morocco, 28s. 

Moore’s Lalla Rookh. New Edition, printed 
in Ruby Type; with the Pi’eface and 
Notes from the collective edition of Moore's 
Poetical Works, and a Frontispiece from a 
Design by Kenny Meadows. 32mo. 2s. 6d. 
—-An Edition in 16mo. with Vignette, 5s.; 
or 12s. 6d. morocco by Ilayday. 

Moore’s Irish Melodies. A New Edi¬ 
tion, with 13 highly-finished Steel Plates, 
from Original Designs by • 

C. W. Cope, R.A. 
T. Creswick, R.A. 
A. L. Egg, A.R.A. 
W. P. Frith, R.A. 
W. E. Frost, A.R.A, 
J. C. Horsley, 

D. Maclise, R.A. 
J. E. Millais, A.R.A. 
W. Mulready, R.A. 
J. Sant, 
F. Stone, A.R.A.; and 
E. M. Ward, R.A. 

Square crown 8vo.price 21s. cloth ; or 31s.6d. 
handsomely bound in morocco. 

Moore’s Irish Melodies, printed in Ruby Type; 
with the Preface and Notes from tire col¬ 
lective edition of Moore's Poetical Works, the 
Advertisements originally prefixed, and a 
Portrait of the Author. 32mo. 2s. 6d.— 
An Edition in 16mo. with Vignette, 5s.; 
or 12s. 6d. morocco by Hayday. 

Moore’s Irish Melodies. Illustrated by D. 
Maclise, R.A. New Edition; with 161 
Designs, and the whole of the Letterpress 
engraved on Steel, by F. P. Becker. Super¬ 
royal 8vo. 31s. 6d. boards ; £2. 12s. 6d. 
morocco by Hayday. 

Moore’s Irish Melodies, the Music with 
the Words; the Symphonies and Accom¬ 
paniments by Sir John Stevenson, Mus. Doc. 
Complete in One Volume, small Music size, 
convenient and legible at the pianoforte, but 
more portable than the usual form of Mu¬ 
sical publications. Imperial 8vo. 31s. 6d. 
cloth; or 42s. half-bound in morocco. 

Morell.—Elements of Psychology: Part 
I., containing the Analysis of the Intellectual 
Powers. By J. D. Morell, M.A., One of 
Her Majesty’s Inspectors of Schools. Post 
8vo. 7s. 6d. 

Morning Clouds. [A book of practical 
ethics, in form of letters of counsel, en¬ 
couragement, and sympathy, specially ad¬ 
dressed to young women on their entrance 
into life.] Post 8vo. price 7s. 

Moseley.—The Mechanical Principles of 
Engineering and Architecture. By H. 
Moseley, M.A., F.R.S., Canon of Bristol, 
&c. Second Edition, enlarged; with nu¬ 
merous Corrections and Woodcuts. 8vo.24s. 

Memoirs and Letters of the late Colonel 
Armine S. H. Mountain, C.B., Aide-de- 
Camp to the Queen, and Adjutant-General 
of Her Majesty’s Forces in India. Edited 
by Mrs. Mountain. With a Portrait drawn 
on Stone by R. J. Lane, A.E.R.A. Post 
Svo. 8s. 6d. 

Mure. — A Critical History of the Lan¬ 
guage and Literature of Ancient Greece. 
By William Mure, M.P. of Caldwell. 
Second Edition. Vols. I. to III. 8vo. price 
36s.; Vol. IV. price 15s.; Vol. V. price 18s. 

Murray’s Encyclopaedia of Geography ; 
comprising a complete Description of the 
Earth : Exhibiting its Relation to the 
Heavenly Bodies, its Physical Structure, the 
Natural History of each Country, and the 
Industry, Commerce, Political Institutions, 
and Civil and Social State of All Nations. 
Second Edition ; with 82 Maps, and upwards 
of 1,000 other Woodcuts. 8vo. price 60s. 

Neale. — The Closing Scene ; or, Chris¬ 
tianity and Infidelity contrasted in the Last 
Hours of Remarkable Persons. By the 
Rev. Erskine Neale, M.A. New Editions. 
2 vols. fcp. 8vo. price 6s. each. 

Moore.—The Crosses, Altar, and Orna¬ 
ments in the Churches of St. Paul’s, Knights- 
bridge, and St. Barnabas, Pimlico: A con¬ 
cise Report of the Proceedings and Judg¬ 
ments in the Cases of Westerton v. Liddell, 
Horne, and others, and Beal v. Liddell, 
Parke, and Evans; as heard and determined 
by the Consistory Court of London, the 
Arches Court of Canterbuiy, and the Ju¬ 
dicial Committee of H.M. Most Hon. Privy 
Council. By Edmund F. Moore, Esq., 
M.A., Barrister-at-Law. Royal Svo. price 
12s. cloth. 

Oldacre.—The Last of the Old Squires. 
A Sketch. By Cedric Oldacre, Esq., of 
Sax - Normanbury, sometime of Christ 
Church, Oxon. Crown 8vo. price 9s. 6d. 

Osborn. — Quedah; or, Stray Leaves 
from a Journal in Malayan Waters. By 
Captain Sherard Osborn, R.N., C.B., 
Author of St ray Leaves from an Arctic Jour¬ 
nal, and of the Narrative of the Discovert/ of 
the North- West Passage. With a coloured 
Chart and tinted Illustrations. Post 8vo. 
price 10s. 6d. 
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Osborn—The Discovery of the North- 
West Passage by H.M.S. Investigator, Cap¬ 
tain R. M'Cluee, 1850-1854. Edited by 
Captain SnEEAED Osboen, C.B., from the 
Logs and Journals of Captain R. M'Clure. 
Second Edition, revised ; -with Additions to 
the Chapter on the Hybernation of Animals 
in the Arctic Regions, a Geological Paper 
by Sir Rodeeick I. Muechison, a Portrait 
of Captain M'Clure, a coloured Chart and 
tinted Illustrations. 8vo. price 15s. 

Owen. —Lectures on the Comparative 
Anatomy and Physiology of the Invertebrate 
Animals, delivered at the Royal College of 
Surgeons. By Richaed Owen, E.R.S., 
Hunterian Professor to the College. Second 
Edition, with 235 Vroodcuts. 8vo. 21s. 

Professor Owen’s Lectures on the Comparative 
Anatomy and Physiology of the Vertebrate 
Animals, delivered at the Royal College of 
Surgeons in 1844 and 1846. With numerous 
Woodcuts. Vol. I. 8vo. price 14s. 

Memoirs of Admiral Parry, the Arctic 
Navigator. By his Son, the Rev. E. Paeet, 

M.A. of Balliol College, Oxford ; Domestic 
Chaplain to the Lord Bishop of London. 
Third Edition; with a Portrait and coloured 
Chart of the North-West Passage. Ecp. 
8vo. price 5s. 

Dr. Pereira’s Elements of Materia 
Medica and Therapeutics. Third Edition, 
enlarged and improved from the Author’s 
Materials, by A. S. Tayloe, M.D., and 
G. O. Rees, M.D.: With numerous Wood- 
cuts. Vol. 1.8vo.28s.; Vol. II. Part 1.21s.; 
Vol. II. Part II. 24s. 

Dr. Pereira’s Lectures on Polarised Light, 
together with a Lecture on the Microscope. 
2d Edition, enlarged from Materials left by 
the Author, by the Rev. B. Powell, M.A., 
&c. Fcp. 8vo. with Woodcuts, 7s. 

Perry.—The Franks, from their First 
Appearance in History to the Death of King 
Pepin. By Waltee C. Peeey, Barrister- 
at-Law, Doctor in Philosophy and Master 
of Arts in the University of Gottingen. 
8vo. price 12s. 6d. 

Peschel’s Elements of Physics. Trans¬ 
lated from the German, with Notes, by 
E. West. With Diagrams and Woodcuts. 
3 vols. fcp. 8vo. 21s. 

Ida Pfeiffer’s Lady’s Second Journey 
round the Wrorld: From London to the 
Cape of Good Hope, Borneo, Java, Sumatra, 
Celebes, Ceram, the Moluccas &c., California, 
Panama, Peru, Ecuador, and the United 
States. 2 vols. post 8vo. 21s. 

Phillips’s Elementary Introduction to 
Mineralogy. A New Edition, with extensive 
Alterations and Additions, by H. J. Beooke, 

F.R.S., F.G.S.; and W. H. Millee, M.A., 
F.G.S. With numerous Wood Engravings. 
Post 8vo. 18s. 

Phillips.—A Guide to Geology. By John 
Phillips, M.A., F.R.S., F.G.S., &c. Fourth 
Edition, corrected to the Present Time j 
with 4 Plates. Fcp. 8vo. 5s. 

Phillips. — Figures and Descriptions of the 
Palaeozoic Fossils of Cornwall, Devon, and 
West Somerset; observed in the course 
of the Ordnance Geological Survey of that 
District. By John Phillips, F.R.S., F.G.S., 
&c. 8vo. with 60 Plates, price 9s. 

Piesse’s Art of Perfumery, and Methods 
of Obtaining the Odours of Plants : With 
Instructions for the Manufacture of Perfumes 
for the Handkerchief, Scented Powders, 
Odorous Vinegars, Dentifrices, Pomatums, 
Cosmetiques, Perfumed Soap, &c. ; and an 
Appendix on the Colours of Flowers, Arti¬ 
ficial Fruit Essences, &c. Second Edition, 
revised and improved ; with 46 Vroodcuts. 
Crown 8vo. 8s. 6d. 

Captain Portlock’s Report on the Geology 
of the County of Londonderry v and of Parts 
of Tyrone and Fermanagh, examined and 
described under the Authority of the Master- 
General and Board of Ordnance. 8vo. with 
48 Plates, price 24s. 

Powell.—Essays on the Spirit of the 
Inductive Philosophy, the Unity of Worlds, 
and the Philosophy of Creation. By the 
Rev. Baden Powell, M.A.,F.R.S.,F.R.A.S., 
F.G.S., Savilian Professor of Geometry in the 
LTniversity of Oxford. Second Edition, re¬ 
vised. Crown 8vo. with Woodcuts, 12s. 6d. 

Pycroft’s Course of English Reading, 
adapted to every taste and capacity : With 
Literary Anecdotes. New and cheaper 
Edition. Fcp. 8vo. price 5s. 

Raikes.—A Portion of the Journal kept 
by Thomas Raikes, Esq., from 1831 to 1847: 
Comprising Reminiscences of Social and 
Political Life in London and Paris during 
that period. Vols. I. and II. (Second Edi¬ 
tion,), post 8vo. 21s.; Vols. III. and IV. 
with Index, completing the work, price 21s. 

Reade. —The Poetical Works of John 
Edmund Reade. New Edition, revised and 
corrected ; with Additional Poems. 4 vols. 
fcp. 8vo. price 20s. 
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Dr. Reece’s Medical Guide: Comprising 
a complete Modern Dispensatory, and a 
Practical Treatise on the distinguishing Symp¬ 
toms, Causes, Prevention, Cure, and Pallia¬ 
tion of the Diseases incident to the Human 
Frame. Seventeenth Edition, corrected and 
enlarged by the Author’s Son, Dr. H. Reece, 

M.E.C.S., &c. 8vo. 12s. 

Rich’s Illustrated Companion to the 
Latin Dictionary and Greek Lexicon: Form¬ 
ing a Glossary of all the Words representing 
Visible Objects connected with the Arts, 
Manufactures, and Every-Day Life of tlie 
Ancients. With about 2,000 Woodcuts 
from the Antique. Post 8vo. 21s. 

Rivers’s Rose-Amateur’s Guide; contain* 
ing ample Descriptions of all the fine leading 
varieties of Roses, regularly classed in their 
respective Families; their History and 
Mode of Culture. Fifth Edition, corrected 
and improved. Fcp. 8vo. 3s. 6d. 

Dr. E. Robinson’s Greek and English 
Lexicon to the Greek Testament. A New 
Edition, revised and in great part re-written. 

' 8vo. price 18s. 

Mr. Henry Rogers’s Essays selected from 
Contributions to the Edinburgh Review. 
Second and cheaper Edition, with Additions. 
3 vols. fcp. 8vo. 21s. 

Richardson. — Fourteen Years Expe¬ 
rience of Cold Water : Its Uses and Abuses. 
By Captain M. Richardson, late of the 
4th Light Dragoons. Post 8vo. with 
Woodcuts, price 6s. 
“The first object of 

Captain Richardson’s 
book is to extend the use 
of the cold-water cure to 
the humbler classes, by a 
simpler mode of treat¬ 
ment. This simplicity 
principally consists in the 
substitution of wet ban¬ 
dages covered by dry ban¬ 
dages for the wet sheet and 
other processes of estab¬ 
lished hydropathy. Cap¬ 

tain Richardson considers 
the bandage not only more 
beneficial medically than 
the sheet, but much more 
easily applied, while it 
does not interrupt a man’s 
avocations, but can be 
worn even at work. The 
general expositions are 
followed by directions for 
the treatment of diseases 
under the Captain’s sys¬ 
tem,” Spectator. 

Horsemanship ; or, the Art of Riding 
and Managing a Horse, adapted to tlie Guid¬ 
ance of Ladies and Gentlemen on the Road 
and in the Field: With Instructions for 
Breaking-in Colts and Young Horses. By 
Captain Richardson, late of the 4th Light 
Dragoons. With 5 Plates. Square crown 
8vo. 14s. 

Household Prayers for Four Weeks; 
With additional Prayers for Special Occa¬ 
sions. To which is added a Course of 
Scripture Reading for Every Day in the 
Year. By the Rev. J. E. Riddle, M.A., 
Incumbent of St. Philip’s, Leckhampton. 
Crown 8vo. price 3s. 6d. 

Riddle’s Complete Latin-English and 
English-Latin Dictionary, for the use of 
Colleges and Schools. New and cheaper 
Edition, revised and corrected. 8vo. 21s. 

Separately The English-Latin Dictionary, 7s. 
The Latin-Jtiijgnsh Dictionary, 15s. 

Riddle’s Diamond Latin-English Dictionary. 
A Guide to the Meaning, Quality, and 
right Accentuation of Latin Classical Words. 
Royal 32mo. price 4s. 

Riddle’s Copious and Critical Latin- 
English Lexicon, founded on the German- 
Latin Dictionaries of Dr. William Freund. 
New and cheaper Edition. Post 4to. 31s. 6d. 

Dr. Roget’s Thesaurus of English Words 
and Phrases classified and arranged so as to 
facilitate the Expression of Ideas and assist 
in Literary Composition. Sixth Edition, 
revised and improved. Crown 8vo. 10s. 6d. 

Ronalds’s Fly-Fisher’s Entomology: 
With coloured Representations of the 
Natural and Artificial Insect, and a few Ob¬ 
servations and Instructions on Trout and 
Grayling Fishing. Fifth Edition, thoroughly 
revised by an Experienced Fly-Fislier; with 
20 new coloured Plates. 8vo. 14s. 

Rowton’s Debater: A Series of complete 
Debates, Outlines of Debates, and Questions 
for Discussion; with ample References to the 
best Sources of Information. New Edition. 
Fcp. 8vo. 6s. 

The Saints our Example. By the Author 
of Letters to my Unknown Friends, &c. Fcp. 
8vo. price 7s. 

Scherzer.—Travels in the Free States of 
Central America : Nicaragua, Honduras, 
and San Salvador. By Dr. Carl Scherzer. 

With a coloured Map. 2 vols. post 8vo. 16s. 
“Central America is not 

an inviting place for the 
lounging traveller. The 
roads are bad; there are no 
inns; food is scarce; the 
people are dishonest; scoun¬ 
drels swarm; neither life 
nor property is safe. Dr. 
Scherzer travelled with 
guides of doubtful fidelity, 
was forced to keep his hand 
on his gun and revolver, 
sometimes compelled to eat 
a few black beans or starve; 
now gropingat night through 
a forest, now escorted by 
barefooted soldiers with hel¬ 

mets of pasteboard and tinsel; 
now swinging in a hammock 
in a filthy hovel; anon re¬ 
ceiving the President of a 
State by the light of a candle 
stuck in a bottle. Altogether 
having a hard and hazardous 
life of it. But he does not 
complain. A cheerier and 
braver traveller seldom has 
made his way in outlandish 
tracks far beyond the limits 
of the civilised world. 
The Central American ques¬ 
tion will probably endow Dr. 
Scherzer s book with an ad¬ 
ditional attraction.” 

Globe. 

Dr. L. Schmitz’s History of Greece, from 
tlie Earliest Times to the Taking of Corinth 
by the Romans, b.c. 146, mainly based upon 
Bishop Thirlwall’s History. Fourth Edition, 
with Supplementary Chapters on the Lite¬ 
rature and the Arts of Ancient Greece ; and 
illustrated with a Map of Athens and 137 
Woodcuts, designed from the Antique by 
G. Scliarf, jun., F.S.A. 12mo. 7s. 6d. 
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Scrivenor’s History of the Iron Trade, 
from the Earliest Records to the Present 
Period. New Edition, corrected. 8vo. 
price 10s. 6d. 

Sir Edward Seaward’s Narrative of his 
Shipwreck, and consequent Discovery *of 
certain Islands in the Caribbean Sea. 
Third Edition. 2 vols. post 8vo. 21s.—An 
Abridgment, in 16mo. price 2s. 6d. 

The Sermon in the Mount. Printed by 
C. Whittingham, uniformly with the Thumb 
Bible ; bound and clasped. 64mo. Is. 6d. 

Sewell. —Amy Herbert. By a Lady. 
Edited by the Rev. William Sewell, B.D., 
Fellow and Tutor of Exeter College, Oxford. 
New Edition. Fcp. 8vo. price 6s. 

Sewell.—The Earl’s Daughter. By the 
Author of Amy Herbert. Edited by the Rev. 
W. Sewell, B.D. 2 vols. fcp. 8vo. 9s. 

Sewell. — Gertrude: A Tale. By the 
Author of Amy Herbert. Edited by the Rev. 
W. Sewell, B.D. Fcp. 8vo. price 6s. 

Sewell. — Margaret Percival. By the 
Author of Amy Herbert. Edited by the Rev. 
W. Sewell, B.D. 2 vols. fcp. 8vo. price 12s. 

By the same Author, New Editions, 

Ivors. 2 vols. fcp. 8vo. price 12s. 
Cleve Hall. 2 vols. fcp. 8vo. price 12s. 
Katharine Ashton. 2 vols. fcp. 8vo. 12s. 
The Experience of Life. Fcp. 8vo. price 7s. 6d. 
Laneton Parsonage: A Tale for Children, on 

the Practical Use of a portion of the Church 
Catechism. 2 vols. fcp. 8vo. price 12s. 

Readings for Every Day in Lent: Compiled 
from the Writings of Bishop Jeremy 

Taylor. Fcp. 8vo. price 5s. 

Readings for a Month preparatory to Confirma¬ 
tion : Compiled from the Works of Writers 
of the Early and of the English Church. 
New and cheaper Edition. Fcp. 8vo. 4s. 

Bowdler’s Family Shakspeare: In which 
nothing is added to the Original Text; but 
those words and expressions are omitted 
which cannot with propriety be read aloud. 
Illustrated with Thirty-six Yignettes en¬ 
graved on Wood from oi’iginal Designa by 

G. COOKE, B.A. 
B. COOKE, 
H. nOWARD, B.A 
H. SINGLETON, 
B, SMIEKE, B.A. 

T. STOTHAED, B.A. 
H. THOMSON, B.A. 
B. WESTALE, B.A. 
B. WOKDEOKDE, B.A, 

New Edition, printed in a more convenient 
form. 6 vols. fcp. 8vo. price 30s. cloth; 
separately, 5s. each. 

*** The Libbaby Edition, with the same Illustrations, 
in One Volume, medium 8vo. price 21s. cloth. 

Sharp’s New British Gazetteer, or Topo¬ 
graphical Dictionary of the British Islands 
and Narrow Seas : Comprising concise De¬ 
scriptions of about Sixty Thousand Places, 
Seats, Natural Features, and Objects of Note, 
founded on the best authorities. 2 vols. 
8vo. price £2.16s. 

“ We have already had oc¬ 
casion to mention this book, 
and a careful examination of 
its contents has convinced us 
of its great value. The re¬ 
markable clearness with 
which its condensations and 
abbreviations are made ap¬ 
pears to us its most ad¬ 
mirable feature. We have 
no book of similar bulk in 
the language containing any¬ 
thing like the amount of in¬ 
formation of various kinds 
so well arranged and so easily 
accessible as in this new ga¬ 
zetteer. Every article bears 
the mark of studied, careful, 
and exact compilation. It 
comprehends both the topo¬ 
graphy and the hydrography 
of the United Kingdom, and 

is constructed on the plan 
of facilitating reference by 
bringing together as many 
articles as possible under 
distinct heads_All the po¬ 
sitions have been retaken 
from the maps; and not only 
the county but the quarter 
of the county given in which 
a narfie might be looked for. 
We must, in short, repeat 
With a liberal acquiescence 
what Mr. Sharp himself re¬ 
marks of his five years’ dili¬ 
gent labour, that it will be 
found to comprise, in a clear 
and legible type, more sub¬ 
stantial information, collect¬ 
ed from original sources, and 
put into a convenient form, 
than the bulkiest of its 
class.” Examinee. 

Short 'Whist; its Rise, Progress, and 
Laws : With Observations to make any one a 
Wbist-Player. Containing also the Laws of 
Piquet, Cassino, Ecarte, Cribbage, Back¬ 
gammon. By Major A. New Edition ; to 
which are added, Precepts for Tyros, by 
Mrs. B. Fcp. 8vo. 3s. 

Sinclair. — The Journey of Life. By 
Catherine Sinclair, Author of The Busi¬ 
ness of Life. New Edition. Fcp. 8vo. 5s. 

Sir Roger De Coverley. From the Spec¬ 
tator. With Notes and Illustrations, by 
W. Henry Wills ; and 12 Wood Engrav¬ 
ings from Designs by F. Tayler. Second 
and cheaper Edition. Crown 8vo. 10s. 6d.; 
or 21s. in morocco by Hayday.—An Edition 
without Woodcuts, in 16mo. price Is. 

The Sketches: Three Tales. By the 
Authors of Amy Herbert, The Old Man's 
Home, and Hawkstone. The Third Edition ; 
with 6 Illustrations in Aquatint. Ecp. 8vo. 
price 4s. 6d. boards. 

Smee’s Elements of Electro-Metallurgy. 
Third Edition, revised, corrected, and con¬ 
siderably enlarged; with Electrotypes and 
numerous Woodcuts. Post 8vo. 10s. 6d. 

Smith (G.) — History of Wesleyan Me¬ 
thodism: Vol. I. Wesley and his Times. 
By George Smith, F.A.S., Member of the 
Royal Asiatic Society, &c.; Author of Sacred 
Annals, or Researches into the History and 
lieliyion of Mankind, &c. Crown 8vo.' 
with 8 Facsimiles of Methodist Society 
Tickets, price 10s. 6d. cloth. 
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Smith (G. V.)—1The Prophecies relating 
to Nineveh and the Assyrians. Translated 
from the Hebrew, with Historical Intro¬ 
ductions and Notes, exhibiting the principal 
Results of the recent Discoveries. By 
George Vance Smith, B.A. Post 8vo. 

with a Map, price 10s. 6d. cloth. 

Smith (J.) — The Voyage and Shipwreck 
of St. Paul : With Dissertations on the Life 
and Writings of St. Luke, and the Ships and 
Navigation of the Ancients. By James 

Smith, of Jordanhill, Esq., F.R.S. Second 
Edition ; with .Charts, Views, and Wood- 
cuts. Crown 8vo. 8s. 6d. 

A Memoir of the Rev. Sydney Smith. 
By his Daughter, Lady Holland. With 
a Selection from his Letters, edited by 
Mrs. Austin. New Edition. 2 vols. 8vo. 28s. 

The Rev. Sydney Smith’s Miscellaneous 
Works : Including his Contributions to The 
Edinburgh Review. Three Editions :— 

1. A Library Edition (the Fourth), in 3 vols. Svo. 
with Portrait, 3Gs. 

2. Complete in One Volume, with Portrait and Vig¬ 
nette. Square crown Svo. price 21s. cloth; or 30s. 
hound in calf. 

3. Another New Edition, in 3 vols. fcp. Svo. price 21s. 

The Rev. Sydney Smith’s Elementary 
Sketches of Moral Philosophy, delivered at 
the Royal Institution in the Years 1804, 
1805,andl806. Third Edition. Fcp. Svo.7s. 

Snow.—A Two-Years’ Cruise off Tierra 
del Fuego, the Falkland Islands, Patagonia, 
and the River Plate. A Nai’rative of Life 
in the Southern Seas. By W. Parker 

Snow, late Commander of the Mission 
Yacht Allen Gardiner; Author of “Voyage 
of the Prince Albert in Search of Sir John 
Franklin.” With 3 coloured Charts and 6 
tinted Illustrations. 2 vols. post 8vo. 24<s. 

“ A Robin son-Crusoe style 
of narration, and a kind of 
rough and picturesque treat¬ 
ment, sustain the interest of 
the nautical descriptions 
more than might be sup¬ 
posed ; the wild and violent 
weather of the Falkland 

Islands, with the dangers of 
their navigation and the pe¬ 
culiar character of the River 
Plate, have a novelty beyond 
the common run of voyaging. 
The adventures in Tierra del 
Fuego are very interesting.” 

Spectator. 

Robert Southey’s Complete Poetical 
Works; containing all the Author’s last In¬ 
troductions and Notes. The Library Edi¬ 
tion, complete in One Volume, with Por¬ 
trait and Vignette. Medium 8vo. price 21s. 
cloth ; 42s. bound in morocco. — Also, the 
First collected Edition, in 10 vols. fcp. 8vo. 
with Portrait and 19 Vignettes, price 35s. 

Select Works of the British Poets; from 
Chaucer to Lovelace inclusive. With 
Biographical Sketches by the late Robert 

Southey. Medium Svo. price 30s. 

Southey’s Correspondence. — Selections 
from the Letters of Robert Southey, &c. 
Edited by his Son-in-Law, the Rev. John 

Wood Warter, B.D., Vicar of West 
Tarring, Sussex. 4 vols. post8vo. price 42s. 

The Life and Correspondence of the late Robert 
Southey. Edited by his Son, the Rev. 
C. C. Southey, M.A., Vicar of Ardleigh. 
With Portraits and Landscape Illustra¬ 
tions. 6 vols. post 8vo. price 63s. 

Southey’s Doctor, complete in One 
Volume. Edited by the Rev. J. W. Warter, 

B. D. With Portrait, Vignette, Bust, and 
coloured Plate. Square crown 8vo. 21s. 

Southey’s Commonplace-Books, complete in 
Four Volumes. Edited by the Rev. J. W. 
Warter, B.D. 4 vols. square crown 8vo. 
price £3. 18s. 

Each Commonplace-Book, complete in itself, may be 
had separately, as follows :— 

First Series —CHOICE PASSAGES, &c. 18s. 
Second Series —SPECIAL COLLECTIONS. 18s. 
Third Series —ANALYTICAL READINGS. 21s. 
Fourth Series- ORIGINAL MEMORANDA, &c. 21s. 

Southey’s Life of Wesley; and Rise and 
Progress of Methodism. New Edition, with 
Notes and Additions. Edited by the Rev. 
C. C. Southey, M.A. 2 vols. 8vo. with 
2 Portraits, price 28s. 

Spottiswoode. —A Tarantasse Journey 
through Eastern Russia, in the Autumn of 

1856. By WYlliam Spottiswoode, M.A., 
E.R.S. With a Map of Russia, several 
Wood Engravings, and Seven Illustrations 
in tinted Lithography from Sketches by the 
Author. Post 8vo. price 103. 6d. 

Stephen.—Lectures on the History of 
France. By the Right Hon. Sir James 

Stephen,K.C.B.jLL.D.,Professor of Modern 
History in the University of Cambridge. 
Third Edition. 2 vols. 8vo. price 24s. 

Stephen.—Essays in Ecclesiastical Bio¬ 
graphy ; from The Edinburgh Review. By 
the Right Hon. Sir James Stephen, K.C.B., 
LL.D., Professor of Modern History in 
the UDiversity of Cambridge. Third Edi- 
tion. 2 vols. 8vo. 24s. 

Stonehenge—The Greyhound: Being a 
Treatise on the Art of Breeding, Rearing, 
and Training Greyhounds for Public Run¬ 
ning ; their Diseases and Treatment: Con¬ 
taining also Rules for the Management of 
Coursing Meetings, and for the Decision of 
Courses. By Stonehenge. With Frontis¬ 
piece and Woodcuts. Square crown Svo. 
price 21s. half-bound. 
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Stow. — The Training System, Moral 
Training School, and Normal Seminary for 
preparing Schoolmasters and Governesses. 
By David Stow, Esq., Honorary Secretary 
to the Glasgow Normal Free Seminary. 
Tenth Edition; with Plates and Woodcuts. 
Post 8vo. price 6s. 

Strickland. — Lives of the Queens of 
England. By Agnes Steickland. Dedi¬ 
cated, by express permission, to Iler Ma¬ 
jesty. Embellished with Porti-aits of every 
Queen, engraved from the most authentic 
sources. Complete in 8 vols. post 8vo.price 
7s. 6d. each. — Any Volume may be had 
separately to complete Sets. 

Memoirs of Rear-Admiral Sir William 
Symonds, Knt., C.B., F.R.S., late Surveyor 
of the Navy. Published with the sanction 
of his Executors, as directed by his Will; 
and edited by J. A. Shaep. 8vo. with 
Plates and Wood Engravings. 

\_In the press. 

Taylor. — Loyola: and Jesuitism in its 
Rudiments. By Isaac Tayloe. Post 8vo. 

price 10s. 6d. 

Taylor. —Wesley and Methodism. By 
Isaac Tayloe. Post 8vo. Portrait, 10s. 6d. 

Thacker’s Courser’s Annual Remem¬ 
brancer and Stud-Book : Being an Alpha¬ 
betical Return of the Running at- all the 
Public Coursing Clubs in England, Ireland, 
and Scotland, for the Season 1856-57 ; with 
the Pedigrees (as far as received) of the 
Dogs. By Robeet Abeam Welsh, Liver¬ 
pool. 8vo. 21s. 

*** Published annually in October. 

Thirlwall.—The History of Greece. By 
the Right Rev. the Loed Bishop of St. 
David’s (the Rev. Connop Thirlwall). An 
improved Library Edition ; with Maps. 8 
vols. 8vo. price £3.—An Edition in 8 vols. 
fcp. 8vo. with Vignette Titles, price 28s. 

Thomas. — Historical Notes relative to 
the History of England; embracing the 
Period from the Accession of King Henry 
VIII. to the Death of Queen Anne inclusive 
(1509 to 1714) : Designed as a Book of in¬ 
stant Reference for the purpose of ascer¬ 
taining the Dates of Events mentioned in 
History and in Manuscripts. The Names 
of Persons and Events mentioned in History 
within the above period placed in Alpha¬ 
betical and Chronological Order, with Dates; 
and the Authority from whence taken 
given in each case, whether from Printed 
History or from Manuscripts. By F. S. 
Thomas, Secretary of the Public Record 
Department. 3 vols. royal 8vo. price £2. 

Thomson’s Seasons. Edited by Bolton 
Coeney, Esq. Illustrated with 77 fine 
Wood Engravings from Designs by Mem¬ 
bers of the Etching Club. Square crownSvo. 
21s. cloth; or 36s. bound in morocco. 

Thomson (the Rev. Dr.) — An Outline of 
the necessary Laws of Thought: A Treatise 
on Pure and Applied Logic. By William 

Thomson, D.D., Provost of Queen’s Col¬ 
lege, Oxford. Fourth Edition, carefully re¬ 
vised. Fcp. 8vo. price 7s. 6d. 

Thomson’s Tables of Interest, at Three, 
Four, Four-and-a-Half, and Five per Cent., 
from One Pound to Ten Thousand, and from 
1 to 365 Days, in a regular progression of 
single Days; with Interest at all the above 
Rates, from One to Twelve Months, and 
from One to Ten Years. Also, numerous 
other Tables of Exchanges, Time, and Dis¬ 
counts. New Edition. 12mo. price 8s. 

4 

Thornbury.—Shakspeare’s England; or, 
Sketches of Social History during the Reign 
of Elizabeth. By G. W. Thoenbhey, 

Author of History of the Buccaneers, &c. 
2 vols. crown 8vo. 21s. 

“A work which stands unrivalled for the variety 
and entertaining character of its contents, and which well 
deserves a place on the library-shelf, by the side either of 
the historians of England or the prince of dramatists.” 

Johk Bull. 

The Thumb Bible; or, Verbum Sempi- 
ternum. By J. Tayloe. Being an Epi¬ 
tome of the Old and New Testaments in 
English Verse. Reprinted from tho Edition 
of 1693 ; bound and clasped. 64<mo. Is. 6d. 

Bishop Tomline’s Introduction to the 
Study of the Bible : Containing Proofs of 
the Authenticity and Inspiration of the 
Scriptures; a Summary of the History of 
the Jews ; an Account of the Jewish Sects ; 
and a brief Statement of Contents of seve¬ 
ral Books of the Old Testament. New Edi¬ 
tion. Fcp. 8vo. 5s. 6d. 

Tooke.—History of Prices,' and of the 
State of the Circulation, during the Nine 
Years from 1848 to 1856 inclusive. Form¬ 
ing Vols. V. and VI. of Tooke’s History of 
Prices from 1792 to the Present Time', and 
comprising a copious Index to the whole of 
the Six Volumes. By Thomas Tooke, 

F.R.S. and William Newmaiich. 2 vols. 
8vo. price 52s. 6d. 

Townsend—Modern State Trials revised 
and illustrated with Essays and Notes. By 
W. C. Townsend, Esq., ALA., Q.C. 2 vols. 
8vo. price 30s. 
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COMPLETION 
OF 

THE TRAVELLER’S LIBRARY. 
-♦- 

Summary of the Contents of the TRAVELLER’S LIBRARY, now complete in 102 
Parts, price One Shilling each, or in 50 Volumes, price 2s. 6d. each in cloth.— 
To he had also, in complete Sets only, at Five Guineas per Set, hound in cloth, 
lettered, in 25 Volumes, classified as follows 

VOYAGES AND TRAVELS. 
IN EUROPE. 

A CONTINENTAL TOUR.BY J. BARROW. 
ARCTIC VOYAGES AND \ v MAVTSTP 

BRITTANY AND THE BIBLE.BY I. HOPE. 
BRITTANY AND THE CHASE.by I. HOPE. 
CORSICA . by F. GREGOROVIUS. 
GERMANY, etc.: NOTES OF 1 tatijp 

A TRAVELLER .j- .... BY S. LAING. 
ICELAND.by P. MILES. 
NORWAY, A RESIDENCE IN.by S. LAING. 
NORWAY, RAMBLES IN.by T. FORESTER. 
RUSSIA.by the MARQUIS DE CUSTINE. 
RUSSIA AND TURKEY .. BY J. R. M‘CULLOCH. 
ST. PETERSBURG.by M. JERRMANN. 
THE RUSSIANS OF THE SOUTH, by S. BROOKS. 
SWISS MEN AND SWISS'! _ p pFT?rTTcnw 

MOUNTAINS .I BT K- IERGUSON. 
MONT BLANC, ASCENT OF.by J. AULDJO. 

S mTTHE ALPS NATURE } Bx F- VON TSCHUDI. 
VISIT TO THE VAUDOISl F PAmi?q 

OF PIEDMONT .J.by E. BAINES. 

IN ASIA. 
CHINA AND THIBET.BY THE ABBE' HUC. 
SYRIA AND PALESTINE.“EOTHEN." 
THE PHILIPPINE ISLANDS, by P. GIRONIERE. 

IN AFRICA. 
AFRICAN WANDERINGS.BY M. WERNE. 
MOROCCO.by X. DURRIEU. 
NIGER EXPLORATION, .by T. J. HUTCHINSON. 
THE ZULUS OF NATAL.BY G. H. MASON. 

IN AMERICA. 
BRAZIL.by E. WILBERFORCE. 
CANADA.BY A. M. JAMESON. 
CUBA.BY W. H. HURLBUT. 
NORTH AMERICAN WILDS .... byC.LANMAN. 

IN AUSTRALIA. 
AUSTRALIAN COLONIES. by W. HUGHES. 

ROUND THE WORLD. 
A LADY’S VOYAGE.by IDA PFEIFFER. 

HISTORY AND BIOGRAPHY. 

} 
MEMOIR OF THE DUKE 
THE LIFE OF MARSHAL 
TURENNE. JH 

SCHAMYL .... by BODENSTEDT and WAGNER, 
FERDINAND I. AND MAXIMI- \ 

LIAN II. / 
FRANCIS ARAGO’S AUTOBIOGRAPHY. 
THOMAS HOLCROFT’S MEMOIRS. 

OF WELLINGTON. 
BY THE REV. T. O. 

COCKAYNE. 

BY RANKE. 

CHESTERFIELD & SELWYN, BY A. HAYWARD. 
SWIFT AND RICHARDSON, BY LORD JEFFREY. 
DEFOE AND CHURCHILL .... by J. FORSTER. 
ANECDOTES OF DR. JOHNSON, BY MRS. PIOZZI. 
TURKEY AND CHRISTENDOM. 
LEIPSIC CAMPAIGN, by the REV. G. R. GLEIG. 
AN ESSAY ON THE LIFE AND1 BY HENRY 

GENIUS OF THOMAS FULLER/ ROGERS. 

ESSAYS BY LORD MACAULAY. 
WARREN HASTINGS. 
LORD CLIVE. 
WILLIAM PITT. 
THE EARL OF CHATHAM. 
RANKE’S HISTORY OF THE POPES. 
GLADSTONE ON CHURCH AND STATE, 
ADDISON’S LIFE AND WRITINGS. 
HORACE WALPOLE. 
LORD BACON. 

LORD BYRON. 
COMIC DRAMATISTS OF THE RESTORATION. 
FREDERIC THE GREAT. 
HALLAM’S CONSTITUTIONAL HISTORY. 
CROKER’S EDITION OF BOSWELL’S LIFE OF 

JOHNSON. 

LORD MACAULAY’S SPEECHES ON PARLIA¬ 
MENTARY REFORM. 

WORKS OF FICTION. 
THE LOVE STORY, from SOUTHEY’S DOCTOR. 

SIR ROGER DE COVERLEY.... X _ ™e 
J SPECTATOR. 

MEMOIRS OF A MAITRE-D’ARMES, by DUMAS. 
CONFESSIONS OF A 1 P 

WORKING MAN .. J.Bx E> fc°UVESTRE. 

AN ATTIC PHILOSO- T t, SsOTTVF'^TTJ'F' 
PHER IN PARIS.. J.BY E. SOU\ ESTRE. 

SIR EDWARD SEAWARD’S NARRATIVE OF 
HIS SHIPWRECK. 

NATURAL HISTORY, &c. 
NATURAL HISTORY OF T BT DR T KEMP 
CREATION. J BT JJlt* lj< • 

INDICATIONS OF INSTINCT, by DR. L. KEMP. 

ELECTRIC TELEGRAPH, &c. by DR. G. WILSON. 
OUR COAL-FIELDS AND OUR COAL-PITS. 
CORNWALL, ITS MINES, MINERS, &c. 

MISCELLANEOUS WORKS. 

LECTURES AND ADDRESSES { BY cam ABLE °F 
SELECTIONS FROM SYDNEY SMITH’V 

WRITINGS. 
PRINTING.BY A. STARK. 

RAILWAY MORALS ANDl „ cpvvrvT? 
RAILWAY POLICY.j .. BY H. or iJNCnK. 

MORMONISM .. by the REV. W. J. CONYBEARE. 
LONDON .BY J. R. M’CULLOCH. 
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The Traveller’s Library being now com¬ 
plete, the Publishers call attention to this 
collection as well adapted for Travellers and 
Emigrants, for School-room Libraries, the Libraries 
of Mechanics’ Institutions, Young Men's Libraries, 
the Libraries of Ships, ancl similar purposes. The 
separate volumes are suited for School Prizes, 
Presents to Young People, and for general instruc¬ 
tion and entertainment. The Series comprises 
fourteen of the most popular of Lord Macaulay’s 
Essays, and his Sjjeeches on Parliamentary Reform. 
The department of Travels contains some account 
Of eight of the principal countries of Europe, as 
well as travels in four districts of Af rica, in four of 
America, and in three of Asia. Madame Pfeiffer’s 
First Journey round the World is included ; and a 
general account of the Australian Colonies. In 
Biography and History will be found Lord Macau¬ 
lay’s Biographical Sketches of Warren Hastings, 
Clive, Pitt, Walpole, Bacon, and others; besides 
Memoirs of Wellington, Turenne, F. Arago, &c.; an 
Essay on the Life and Genius of Thomas Fuller, 
with Selections from his Writings, by Mr. Henry 
Rogers ; and a history of the Leipsic Campaign, by 
Sir. Gleig, — which is the only separate account of 
this remarkable campaign. Works of Fiction did 
not come within the plan of the Traveller’s Li¬ 

brary ; but the Confessions of a Working Man, by 
Souvestre, which is indeed a fiction founded on fact, 
has been included, and has been read with unusual 
interest by many of the working classes, for whose 
use it is especially recommended. Dumas’s story 
of the Maitre-d'Armes, though in form a work of 
fiction, gives a striking picture of an episode in the 
history of Russia. Amongst the works on Science 
and Natural Philosophy, a general view of Creation 
is embodied in Dr. Kemp’s Natural History of 
Creation; and in his Indications of Instinct remark¬ 
able facts in natural history are collected. Dr. 
Wilson has contributed a popular account of the 
Electric Telegraph. In the volumes on the Coal- 
Fields, and on the Tin and other Mining Districts 
of Cornwall, is given an account of the mineral 
wealth of England, the habits and manners of the 
miners, and the scenery of the surrounding country. 
It only remains to add, that among the Miscella¬ 
neous Works are a Selection of the best Writings of 
the Rev. Sydney Smith; Lord Carlisle’s Lectures 
and Addresses ; an account of Mormonism, by the 
Rev. W. J. Conybeare; an exposition of Railway 
management and mismanagement, by Mr. Herbert 
Spencer ; an account of the Origin and Practice of 
Printing, by Mr. Stark; and an account of London, 
by Mr. M'Culloch. 
“ If we were called upon to 

lay the first stone of a Me¬ 
chanics’ Institute or Book- 
Society’s Collection, it should 
be composed of the hundred 
and two parts of the Tra¬ 
veller’s Library. It is the 
be6t Shilling Series extant. 
Here are Mr. Macaulay’s 
best writings, the anthologia 
of Sydney Smith, some ad¬ 
mirable literary essays by 
different authors, several ex¬ 
cellent volumes of science, 
narratives of travel in eight 
European, four American, 
lour African, and three Asi- 

The Traveller's 
as originally issued i: 
forming 50 vols. 2s. 6d 
parts or volumes. 

atic countries, and examples 
from the works of Souvestre 
andDumas. Bound together, 
they form twenty-five con¬ 
venient volumes, which any 
society of a hundred and five 
members may possess, upon 
paymeutof one shilling each. 
An association of this kind, 
formed in every small town, 
would thus create sufficient 
basis for a free library upon 
a modest scale. Good books 
are not beyond the reach of 
working men, if working 
men will combine to obtain 
them.” Leader, 

ibrary may also be had 
102 parts, Is. each, 

. each ; or any separate 

Trollope.— Barchester Towers. By An- 
thony Trollope. 3 yoIs. post Svo. price 
31s. 6d. 

“ Barchester Towers (a 
kind of sequel in continuation 
of Mr. Trollope’s former 
novel The Warden) does 
not depend only on story for 
its interest; the careful 
writing, the good humour 
with a tendency often to be 
Shandean in its expression, 

and the sense and right 
feeling with which the way 
is threaded among questions 
of high church and low 
church, are very noticeable, 
and secure for it unquestion¬ 
able rank among the few 
really well-written tales that 
every season produces.” 

Examiner. 

Trollope—The Warden. By Anthony Trollope. 
Post 8vo. 10s. 6d. 

Sharon Turner’s Sacred History of the 
World, attempted to be Philosophically 
considered, in a Series of Letters to a Son. 
New Edition, edited by the Rev. S. Turner. 

3 vols. post Svo. price 31s. 6d. 

Sharon Turner’s History of England 
during the Middle Ages: Comprising the 
Reigns from the Norman Conquest to the 
Accession of Henry VIII. Fifth Edition, 
revised by the Rev. S. Turner. 4 vols. 
8vo. price 50s. 

Sharon Turner’s History of the Anglo- 
Saxons, from the Earliest Period to the 
Norman Conquest. Seventh Edition, revised 
by the Rev. S. Turner. 3 vols. Svo. 36s. 

Dr. Turton’s Manual of the Land and 
Fresh-Water Shells of Great Britain. New 
Edition, thoroughly revised and brought up 
to the Present Time. Edited by Dr. J. E. 
Gray, E.R.S., &c., Keeper of the Zoological 
Department in the British Museum. Crown 
8vo. with Coloured Plates. [In the press. 

Dr. Ure’s Dictionary of Arts, Manufac¬ 
tures, and Mines : Containing a clear Expo¬ 
sition of their Principles and Practice. 
Fourth Edition, much enlarged ; most of 
the Articles being entirely re-written, and 
many new Articles added. With nearly 
1,600 Woodcuts. 2 vols. Svo. price 60s. 

Van Der Hoeven’s Handbook of Zoology. 
Translated from the Second Dutch Edition 
by the Rev. William Clark, M.D., F.R.S., 
&c., late Fellow of Trinity College, and Pro¬ 
fessor of Anatomy in the University of 
Cambridge; with additional References fur¬ 
nished by the Author. In Two Volumes. 
Vol. I. Invertebrate Animalsi with 15 Plates, 
comprising numerous Figures. Svo. 30s. 

Vehse.—Memoirs of the Court, Aristo¬ 
cracy, and Diplomacy of Austria. By Dr. E. 
Vehse. Translated from the German by 

Eeanz Demmler. 2 vols. post Svo. 21s. 
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Von Tempsky. — Mitla: A Narrative of 
Incidents and Personal Adventures on a 
Journey in Mexico and Guatemala in the 
Years 1853 and 1854: With Observations 
on the Modes of Life in those Countries. By 
G. F. Yon Tempsky. Edited by J. S. Bell, 

Author of Journal of a Residence in Circassia 
in the Tears 1836 to 1839. With Illustra¬ 
tions in Chromolithography and Engravings 
on Wood. 8vo. [In the press. 

Wade. — England’s Greatness: Its Eise 
and Progress in Government, Laws, Eeligion, 
and Social Life; Agriculture, Commerce, 
and Manufactures ; Science, Literature, and 
the Arts, from the Earliest Period to the 
Peace of Paris. By John Wade, Author of 
the Cabinet Lawyer, &c. Post 8vo. 10s. 6d. 

Waterton.—Essays on Natural History, 
chiefly Ornithology. By C. Waterton, Esq. 
With an Autobiography of the Author, and 
Views of Walton Hall. New and cheaper 
Edition. 2 vols. fcp. 8vo. price 10s. 

Waterton’s Essays on Natural History. Third 
Series; with a Continuation of the Auto¬ 
biography, and a Portrait of the Author. 
Fcp. 8vo. price 6s. 

Webster and Parkes’s Encyclopaedia of 
Domestic Economy; comprising such sub¬ 
jects as are most immediately connected with 
Housekeeping: As, The Construction of 
Domestic Edifices, with the Modes of Warm¬ 
ing, Ventilating, and Lighting them—A de¬ 
scription of the various articles of Furniture, 
with the nature of their Materials—Duties of 
Servants—&c. New Edition ; with nearly 
1,000 Woodcuts. 8vo. price 50s. 

Weld. — Vacations in Ireland. By 
Charles Eichard Weld, Barrister - at- 
Law. Post 8vo. with a tinted View of 
Birr Castle, price 10s. 6d. 

Weld—A Vacation Tour in the United States 
and Canada. By C. E.Weld, Barrister-at- 
Law. Post 8vo. with Map, 10s. 6d. 

West. — Lectures on the Diseases *of 
Infancy and Childhood. By Charles West, 

M.D., Physician to the Hospital for Sick 
Children; Physician-Accoucheur to, and 
Lecturer on Midwifery at, St. Bartholomew’s 
Hospital. Third Edition. 8vo. 14s. 

Willicli’s Popular Tables for ascertain¬ 
ing the Value of Lifehold, Leasehold, and 
Church Property, Eenewal Fines, &c. With 
numerous additional Tables—Chemical, As¬ 
tronomical, Trigonometrical, Common and 
Hyperbolic Logarithms; Constants, Squares, 
Cubes, Eoots, Eeciprocals, &c. Fourth 
Edition, enlarged. Post 8vo. price 10s. 

Whitelocke’s Journal of the English 
Embassy to the Court of Sweden in the 
Years 1653 and 1654. A New Edition, 
revised by Henry Eeeve, Esq., F.S.A. 
2 vols. 8vo. 24s. 

Wilmot’s Abridgment of Blackstone’s 
Commentaries on the Laws of England, in¬ 
tended for the use of Young Persons, and 
comprised in a series of Letters from a Father 
to his Daughter. 12mo. price 6s. 6d. 

Wilson (W.)—Bryologia Britannica: Con¬ 
taining the Mosses of Great Britain and 
Ireland systematically arranged and described 
according to the Method of Bruch and 
Schimper; with 61 illustrative Plates. Being 
a New Edition, enlarged and altered, of the 
Muscologia Britannica of Messrs. Hooker and 
Taylor. By William Wilson, President 
of the Warrington Natural History Society. 
8vo. 42s.; or, with the Plates coloured, 
price £4. 4s. cloth. 

Yonge.—ANew English-GreekLexicon : 
Containing all the Greek Words used by 
Writers of good authority. By C. D. 
Yonge, B.A. Second Edition, revised and 
corrected. Post 4to. price 21s. 

Yonge’s New Latin Gradus : Containing 
Every Word used by the Poets of good 
authority. For the use of Eton, West¬ 
minster, Winchester, Harrow, Charterhouse, 
and Eugby Schools; King’s College, Lon¬ 
don ; and Marlborough College. Fifth 
Edition. Post 8vo. price 9s.; or with 
ArPENDix of Epithets classified according 
to their English Meaning, 12s. 

Youatt.—The Horse. By William Youatt. 
With a Treatise of Draught. New Edition, 
with numerous Wood Engravings, from 
Designs by William Harvey. (Messrs. 
Longman and Co.’s Edition should be or¬ 

dered.) 8vo. price 10s. 

Youatt. — The Dog. By William Youatt. A 
New Edition; with numerous Engravings, 
from Designs by W. Harvey. 8vo. 6s. 

Young.— The Christ of History: An 
Argument grounded in the Facts of Hi3 
Life on Earth. By John Young, LL.D. 
Second Edition. Post 8vo. 7s. 6d. 

Young.—The Mystery; or, Evil and God. By 
John Young, LL.D. Post 8vo. 7s. 6d. 

Zumpt’s Grammar of the Latin Lan¬ 
guage. Translated and adapted for the 
use of English Students by Dr. L. Schmitz, 
F.E.S.E. : With numerous Additions and 
Corrections by the Author and Translator. 
4th Edition, thoroughly revised. 8vo. 14s. 

_ [October 1857. 
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Books may be kept for two weeks and may be 
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